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An outstanding event in the history of the Society of 
Incorporated Accountants and Auditors took place 
last month when its new Headquarters, Incorporated 
Accountants’ Hall, was formally opened by 
His Royal Highness the Duke of York. The Hall 
is @ magnificent building. As a work of architecture 
it is of its kind almost, if not altogether, unique, 
and the Society is to be congratulated on acquiring 
such a beautiful structure for its permanent abode. 
The absence of the Duchess of York, who was 


also to have been present but was prevented by 
indisposition, was much regretted. Illness was like- 
wise accountable for the absence of the Vice-President, 
Mr. Henry Morgan, and two Past Presidents, Mr. 
Frederic Walmsley and Sir James Martin. 


The proceedings at the Opening were impressive. 
The mounting of the Guard ef Honour consisting of 
a detachment of the London Scottish with the 
King’s Colours and Pipers, and the grouping of those 
to be presented on the Entrance Steps of the Hall, 
made a fine setting for the reception of the 
Duke of York, who on arrival was received with 
a Royal salute. After inspecting the Guard of 
Honour, His Royal Highness was conducted to the 
Great Hall, where he was welcomed by the President, 
Mr. Thomas Keens, in a short address. Mr. Keens 
said that the function represented a landmark in the 
history of Incorporated Accountants. For the first 
time they had met in their own home, which they 
believed would express in fitting manner the position 
attained by the Society as a force and influence in 
finance, commerce and industry after 43 years of 


progressive work. 


The Duke of York, in declaring the Hall open, 
expressed his congratulations to all Incorporated 
Accountants upon possessing that beautiful Hall, 
particularly when he realised that the gathering was 
representative of a professional organisation whose 
beneficent activities were carried on both at home 
and in the Dominions overseas. The ceremony, he 
said, was the climax of an enterprise which was 
typical of the spirit animating their organisation, 
and he was delighted to learn that it marked the 
result of the members’ own co-operative efforts. 
‘“You are indeed fortunate,”’ he said, “in having 


190 | become the possessors of this unique specimen of 


architecture, representing as it does the highest skill 
of British art and craftsmanship. You have played 
a great part in the establishment of new industries, 
in the expansion of old undertakings, and in saving 
from disaster concerns which are passing through 
difficult times. Thus your work is of a constructive 
nature, creating business stability and security.’’ 


Before leaving, the Duke of York was presented 
by Sir Charles Wilson with the pen with which he 
signed the visitors’ book, and he accepted for the 
Duchess of York a set of etchings of the Hall. He 
also unveiled in the Vestibule a Memorial to those 
of the Society who fell in the war, and a Stone 
commemorating the opening ceremony. 


Admiration was expressed on all hands at the com- 
pleteness of the arrangements made by Mr. Alexander, 
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the Parliamentary Secretary. The ‘Order of 
Proceedings ’’ embodied every detail, and everything 
passed off smoothly according to plan. The thanks 


of the members are due to the officers and staff of 


the Society for the thought and foresight revealed 
at every stage of the proceedings, which are fully 
reported elsewhere in this issue. 


One thing was the subject of general regret—the 
absence of Sir James Martin, who was prevented 
from attending the Opening by an attack of gastric 
influenza contracted only two days before. Having 
regard to his intimate association with the work of 
the Society during the whole period of its existence 
this was particularly unfortunate, and we are sure 
that the sympathy of the members will be extended 
to him in his disappointment. 


The Year Book of the Society of Incorporated 
Accountants and Auditors for the year 1929 has now 
been issued. It contains the names of 5,051 members 
consisting of 1,897 Fellows, 3,650 Associates, and 
6 Honorary Members, 2 of whom are also Fellows. 
As hitherto there are both alphabetical and 
topographical lists, and a summary at the end of 
the book shows the number of members in each 
town. The volume likewise includes a copy of the 
Society's Articles and Bye-laws, and the Rules and 
Regulations of the Benevolent Fund. 


An Order in Council has been made under date 
February 7th which brings into force at once 
sect. 58 of the Companies Act, 1928. The effect of 
this section is to provide that the simple procedure 


laid down in sect. 120 of the Companies Act, 1908, 


in relation to compromises by a company and 
arrangements with its creditors and members shall 
be available in all cases of re-organisation. The 
main provisions of sect. 58 are as follows :— 


“‘The expression ‘arrangement’ in sect. 120 of 
the principal Act (which gives power to a company 
to make compromises and arrangements with its 
creditors and members) shall be construed as 
extending to a re-organisation of the share capital 
of the company by the consolidation of shares 
of different classes or by the division of shares 
into shares of different classes or by both those 
methods. Sect. 45 of the principal Act (which 
relates to organisation of share capital) shall 
cease to have effect.’’ 


The Lord Chancellor explained, in the House of 
Lords, that representations had been made to the 
Government that there were now in progress efforts 
to re-organise our trade and industry which involved 
an alteration of the rights of different classes of 


shareholders, and that this re-organisation could not 
proceed until sect. 58 of the 1928 Act had been 
brought into operation, He also stated that the 
earliest date at which an Order in Council could be 
made giving effect to the whole Act would be some 
time in the autumn ; hence the reason for dealing 
with sect. 58 at once. 


The Bill for the Consolidation of the Companies 
Acts has now been printed and issued. It is a bulky 
volume of 294 pages, comprising 384 clauses and 
12 schedules. On moving the second reading of the 
Bill in the House of Lords the other day, the Lord 
Chancellor said it would go to the Joint Committee on 
Consolidation Bills, and when the Committee had 
finished with the Bill it might be that a supplement 
would be found necessary in order to deal with certain 
defects and inconsistencies in the law which had 
emerged in the process of consolidation. In that 
event it would become the duty of the Government to 
introduce some amending legislation, which might 
be done by letting the existing Bill drop and bringing 
in another Bill in a future Parliament. 


He thought it would be preferable, however, to 
pass the Bill into law as ultimately amended by the 
Committee and postpone the date of coming into 
operation until the necessary amendments were 
passed in a future Parliament. The amendments 
could then be added, and in that way the Act as 
amended would contain the whole code of law. It 
would seem, therefore, that the codification may not 
be an accomplished fact for some considerable time. 


The subject of reputed ownership in bankruptcy 
presents itself periodically, and a fresh point arose 
in the recent cases of re Ford—Restall Brown é 
Clennelil's case, and re Ford—Powell's case. In 
the former it was decided that a trade custom exists 
for wholesale dealers in antique furniture to send 
articles of furniture to retail dealers upon sale or 
return, and is sufficiently recognised to exclude such 
articles from being in the reputed ownership of the 
retail dealer in the event of his bankruptcy. The 
second case raised a somewhat different point. An 
attempt was made to prove the existence of a trade 
custom for private customers sending articles of 
furniture to retail dealers for sale on commission. 
This attempt failed, but the same result was arrived 
at in another way. It was held that the custom 
referred to in the first case prevented the doctrine of 
reputed ownership from attaching to any of the 
furniture exposed for sale and, therefore, the articles 
sent by a private customer, which were not 
distinguished from the other furniture, were not in 
the reputed ownership of the bankrupt. In other 


words, the rule in the first case had the effect of 
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preventing the reputed ownership from attaching to 
any of the goods exposed in the bankrupt’s shop. 


In the hearing of a debenture-holder’s action in 
re Barradon and Coxlodge Coal Company, Limited, 
it transpired that the Judges of the Chancery Division 
have decided amongst themselves that, having 
regard to the Workmen’s Compensation Act, 1923, 
and the decision in the Glyncorrwg Colliery Company, 
the practice which was in force before March, 1900, 
should be reverted to as regards the terms of orders 
for the appointment of Receivers. Since March, 1900, 
the order in such cases has been that the Receiver 
should forthwith, out of any assets coming into 
his hands, pay the debts of the company which 
had priority under the Preferential Payments in 
Bankruptcy (Amendment) Act, 1897. The direction 
to pay forthwith is now to be omitted from the 
order, which, after providing for security to be given 
by the Receiver, &c., is to set forth that the following 
accounts and inquiries shall be taken and made :—- 


1. An account of what is due to the debenture 
holders. 

2. Aninquiry as to what property is specifi- 
cally charged, and in whom vested. 

8. An inquiry as to what property is comprised 
by way of floating charge only, and in whom 
vested. 

4. An inquiry as to what other encumbrances 
affect the property charged by the debentures. 

5. An inquiry whether there were any and 
what debts and liabilities of the defendant company, 
which, under sects. 107 and 209 of the Companies 
(Consolidation) Act, 1908 (as amended by the 
Workmen's Compensation Act, 1923) or by sect. 7 
of the Workmen’s Compensation Act, 1925, were 


payable out of the property comprised in or) 
_ shown by the case of Watts v. Battersea Corporation, 


subject to the floating charge created by the 
debentures in priority to the moneys secured 
thereby. 


Mr. Justice Maugham, who heard the case, said it was 
very desirable to deal promptly with the claims of the 
workmen, and if the Master saw his way to answer 
inquiry No. 5 first and to make ar interim certificate 
in regard thereto he should do so. The inquiry should 
be shortened if possible by agreeing the workmen's 
compensation figures with their representatives. 


In answer to a question in the House of Commons, 
the Chancellor of the Exchequer dealt with the 
hardship which companies and traders are suffering 
by reason of the change over from the three years’ 
basis to the one year’s basis of assessment for income 
tax. Where profits have been falling the assessments 


actual profits made over a three years’ period. 
Mr. Churchill said that so far as the Inland Revenue 
was concerned any benefit derived from such sources 
was more than set off by the far more general cases 
of a business whose profits were relatively small at 
the outset and subsequently increased, and that over 
the whole field of industry taxpayers gained very 
considerably from the change from the three years’ 
average basis to that of the preceding year. It was 
impossible, he said, to prevent hardship in isolated 
cases, and he regretted that he was not able to take 
any action in the matter. Provision had already 
been made so far as was reasonably possible to 
meet classes of cases in which, owing to exceptional 
circumstances, hardship might arise. 


Two new schemes have been brought into operation 
in relation to National Savings Certificates; one of 
them, known as Scheme 9, is of general interest to 
employers. If an employee agrees to save a stated 
weekly sum up to a maximum of 4s. by the purchase 
of certificates for a term of fifteen years, he is 
entitled at the end of that time to a total of £50 for 
each 1s. per week he has invested in the certificates. 
In the event of the employee dying before the 
expiration of the fifteen years, the scheme provides 
that the employer who adopts the scheme shall 
make up the full amount. This, of course, entails a 
risk to the employer which can be covered by taking 
out an insurance policy. The premium would 
depend on the age of the employee, and in the case 
of those of advanced age with a prospect of life 
falling within the fifteen years it would no doubt be 
the ordinary full life premium. 


That there are dangers and _ responsibilities 
attaching to the collection of rents is very clearly 


which came before the Court of Appeal last month. 


ate in excess—sometimes largely in excess—of the 


Under sect. 28 of the Housing and Town Planning 
Act, 1919, the owner of any house suitable for 
habitation by the working classes is liable to keep 
the house in proper repair, otherwise the local 
authority may carry out the work at his expense, 
The term ‘‘ owner”’ is defined by the Public Health 
Acts as being the person for the time being receiving 
the rack rent of the premises “ whether on his own 
account or as agent or trustee for any other person.” 
In this case the solicitors acting for the executrix of 
a deceased's estate instructed a man to collect the 
rents of three houses and account to them. The 
question then arose whether the solicitors were 
responsible for the execution of works carried out 
by the local authority, amounting to over £700. 
The Court, by a majority held that they were. 
The solicitors disclaimed liability on the ground that 
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they were not the collectors of the rents, but Lord 
Justice Scrutton, in the course of his judgment, said 
that the solicitors, by giving instructions for the 
rents to be handed to them, were receiving the rents 
of the premises as agents within the meaning of the 
statutory definition of ‘‘ owner.” 


Lord Justice Greer dissented. In his opinion 
the “owner,”’ as defined by the Statutes, was 
the person receiving the rack rent of the premises 
from the tenant, and he considered it was 
clear from the statement of facts that the man who 
actually collected was not the agent of the solicitors 
but the agent of the real owner, and his accounting to 
the solicitors was merely accounting to them in their 
capacity of solicitors for the owner. Lord Justice 
Sankey, however, concurred with Lord Justice 
Scrutton, and judgment was accordingly given in 
favour of the local authority. It was admitted by the 
Court that the position under the Acts of Parliament 
might occasionally lead to a case where the agent 
would be made liable for a considerable amount, and 
would not be able to recover it from the real owner, 
because the owner would not be able to pay. 


Judgment has just been given by the House of 
Lords in the case Green (Inspector of Tazes) 
v. Gliksten € Son, Limited, affirming the decision 
of the Court of Appeal. The point at issue was 
whether recovery of insurance for loss of stock 
destroyed by fire should be brought into account at its 
full figure for the purpose of income tax assessment, 
or only at the cost price of the stock. The 
replacement value recovered was greater than the 
cost, owing to a rise in the price of timber. Lord 
Buckmaster, giving judgment, said that in his view 
the total amount of the insurance money ought to 
be regarded as part of the profits and gains of the 
trade. The timber destroyed was now represented 
by money, whereas it was formerly represented by 
wood, and it appeared to him to be a gain which had 
taken place in the course of the appellant’s trade. 


The gross earnings of the four main railway groups 
show the following results for the year 1928 as 


compared with 1927:— 


Decrease 
1928 on 1927 
£ £ 
Great Western ... 80,078,000 1,887,000 
London & N. Eastern ... 58,998,000 2,752,000 


London Mid. & Scottish 72,880,000 4,800,000 
Southern 22,571,000 695,000 
Total £179,472,000 9,184,000 


a rene 


In 1927 these groups showed an increase of more 
than £28,000,000, but they have again fallen off in 
the year 1928 to the extent of £9,184,000, or nearly 
5 percent. This falling off has been commented on 
in the Press from month to month, but the saving in 
expenses by which it is largely counteracted has often 
been overlooked. The saving arises mainly from 
two sources, the voluntary reduction of 24 per cent. 
in wages and salaries which was made in August 
last, and the lower cost of coal and other materials. 
The result is that the accounts of the railway 
companies which have now been published bear a 
better aspect than was generally anticipated, and 
the year 1929, which will reap the benefit of a full 
year’s wage reduction, should provide a still better 
showing. 


Accountants’ Charges on a 
Commission Basis. 


An important judgment regarding the basis of 
accountants’ charges was given by the Lord Chief 
Justice and a special jury in the King’s Bench Division 
last month. A full report of the case (Leach v. 
Braunston (Malay) Rubber Estates, Limited) will be 
found in another column. The plaintiff in the action 
was Mr. H. A. Leach, A.C.A., who became a member 
of the Institute of Chartered Accountants in 1928 
and commenced public practice in 1927. Mr. Leach’s 
claim was for investigating and making a report to 
the company in relation to Excess Profits Duty, as the 
result of which an amount of £6,415 was recovered 
from the Inland Revenue. The firm who acted as 
secretaries of the company were themselves Cliartered 
Accountants. They had endeavoured to obtain 4 
recovery of duty but had not succeeded, and Mr. 
Leach was called in to assist. He did not make any 
detailed examination of the accounts, but in the 
course of his researches he discovered that the 
company had not had three pre-war trade years, the 
property having been taken over by the company on 
a day six days short of the three years period. As& 
consequence the company was entitled to fix its 
standard on the last pre-war year. The profits for 
that year were much better than could have been 
arrived at by taking an average of either wo or three 
years, and the pre-war standard of profits was thereby 
increased by £767 which resulted in the recovery 
above referred to. In the course of the hearing it 
appeared that Mr. Leach, before commencing the 
work, had made an arrangement with the company 
that his fee was not to exceed 21 guineas unless his 
report was used for the benefit of the company, ia 
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which case he was to receive ‘‘an additional 
remuneration to be agreed upon.’’ On the completion 
of the matter and the recovery of the duty, Mr. Leach 
claimed a fee of 800 guineas, or about 18 per cent. of 
the amount recovered. Mr. Leach stated that he 
thought he had worked about 400 hours in the course 
of his investigation, and he considered two guineas 
an hour a reasonable fee for that class of work. In 
arriving at this figure he agreed that he had taken 
into consideration not only the time worked but the 
value of the work to the company. Mr. Leach’s 
Counsel argued that his client had specialised in this 
kind of work and was entitled to be remunerated 
accordingly, emphasis being laid upon the fact that 
he had succeeded in finding a basis of claim where a 
firm of Chartered Accountants had failed to do so. 
Mr. Leach gave evidence as to the amount of work 
he had done, which included going through corre- 
spondence and searching files at Somerset House. 
In cross-examination he said he had heard of as 
much as 50 per cent. being paid, and 834 per cent. 
had been paid in one case to his definite knowledge. 
The lowest he had ever heard of was 15 per cent. 
Mr. Leach admitted that his own Institute did not 
approve of these percentage charges, and also that 
an accountant placed himself in a dangerous position 
where his remuneration depended upon results, but 


' be refused to admit that such was contrary to the 


public interest. 


Evidence was given by Mr. Oscar Berry, F.C.A., 
and Mr. Maurice Wells, A.C.A., that the fee claimed 
was not excessive, the latter stating that he had 
conducted a number of claims on a percentage basis. 


For the defence, Sir James Martin, a Past 
President of the Society of Incorporated Accountants 
and Auditors, said it was not usual for accountants to 
charge on a percentage basis for Excess Profits Duty 
work, and the practice was disapproved by his 
Society. The objection to the practice, in his 
view, was that accountants held a privileged 
position in relation to the Inland Revenue, and it was 
the practice of the Inland Revenue Authorities to 
accept facts and figures placed before them by 
recognised members of the profession. If the 
accountants who appeared had a pecuniary interest 
in the result of their application the effect was to cut 
away the confidence that ought to be reposed in them. 
He knew of no reputable accountant who charged on 
& commission basis. They charged for their skill 


and knowledge, and their charges were based on time, 
which ranged from 5 to 14 guineas a day of seven 
hours, according to the nature of the work and 
the standing and position of the person who made the 
charge. He was of opinion that the work which Mr. 
Leach did could be carried through by an experienced 
accountant in about ten days, and that he should 


receive payment at the rate of fourteen guineas a day, 
In cross-examination, Sir James said that the 
ordinary firm in the profession had dealt very 
successfully with claims for repayment of excess 
profits duty, and that people claimed to be specialists 
merely because they sent out circulars suggesting 
that they might examine firms’ accounts. 


Mr. G. R. Freeman, a Past-President of the 
Institute of Chartered Accountants, said it was not 
the custom or practice for members of his Institute 
to charge for their services on a percentage basis. 
Such a practice was not approved by the Institute. 
His usual charge for professional work was from 7 to 
10 guineas per day of seven hours, and in his opinion 
140 guineas would be a generous payment to Mr. 
Leach for the work which he did. 


In summing up Lord Hewart said it was not part 
of an accountant’s normal business to be fully 
acquainted with all the intricacies of Excess Profits 
Duty; it was work of a special character. It was 
agreed, he said, that Mr. Leach was to receive 
‘additional remuneration to be agreed upon if his 
report benefited the defendants,” and the question 
was what sum should he receive in view of the 
recovery of £6,415. His Lordship was obviously 
impressed by the fact that the point on which the 
claim was ultimately based had not been discovered 
by the accountants who had previously examined the 
accounts, and he directed the jury that reference 
might be had to the percentage basis, but if payment 
was to be based on time occupied, the plaintiff was 
entitled to 2 guineas per hour for 400 hours work. 
The jury returned a verdict for Mr. Leach and 
awarded him £840, judgment being entered 
accordingly. 

There are several points to be borne in mind in 
relation to this case. In the first place no diary or 
other evidence was produced by Mr. Leach to show 
that he had actually spent 400 hours on the investi- 
gation, although two witnesses for the defence stated 
that in their opinion ten days was adequate time for 
the workdone. In these circumstances Lord Hewart 
seems to have accepted plaintiff's estimate of his time 
and directed the jury accordingly. It is unfortunate 
that Mr. Leach should not have been asked to submit 
some proof that he had in fact spent 400 hours on this 
particular matter. Another feature—and probably 
the most important of all from the point of view of 
the profession—is that in his direction to the jury the 
Lord Chief Justice did say that reference might be 
had to the percentage basis in this case because ‘‘ the 
agreement was not for payment in any event but in 
a certain event.” It is evident, therefore, that he was 
influenced by the terms of the contract, but he said 
nothing to discountenance such a contract. There 
is probably not much more to be done now in relation 
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to Excess Profits Duty recovery, but the danger is 
that the same principle may be adopted in relation to 
income tax work where recoveries of tax are involved 
and where people who choose to call themselves 
specialists are employed. The principle is a 
dangerous one and if generally recognised may affect 
the attitude of the Inland Revenue to claims put 
forward by accountants on behalf of their clients. 


Inbestments on Mortgage by 
Orustees. 


Tue duties of a trustee are always great and 
burdensome, especially when investing trust funds 
upon mortgage of real property. He is, however, 
partly protected if he complies with sect. 8 (1) of the 
Trustee Act, 1925, which provides: ‘A trustee 
lending money on the security of any property on 
which he can properly lend shall not be chargeable 
with breach of trust by reason only of the proportion 
borne by the amount of the loan to the value of the 
property at the time when the loan was made, if it 
appears to the Court— 


(a) That in making the loan the trustee was 
acting upon a report as to the value of the 
property made by a person whom he 
reasonably believed to be an able practical 
surveyor or valuer instructed and employed 
independently of any owner of the property, 
whether such surveyor or valuer carried on 
business in the locality where the property 
is situate or elsewhere; and 

(b) That the amount of the loan does not exceed 
two third parts of the value of the property 
as stated in the report; and 

(c) That the loan was made under the advice of 
the surveyor or valuer expressed in the 
report.” 


It has been suggested, however, that even a strict 
compliance with this section will not necessarily 
free the trustee from liability if he neglects to 
- consider the desirability of the property as an 
investment in view of its nature and all circum- 
stances of the case, apart from the question of value, 
having regard to the words in the section “ by 
reason of the proportion borne by the amount of the 
loan to the value of the property at the time when 
the loan was made.” Sect. 8 of the Act of 1925 is 


a relieving section, and does not impose a statutory 
obligation upon trustees to take a valuation. 


A trustee’s duties are set out in re Whiteley 
(1886, 88 Ch. D., 847). He must take such care in 


conducting the business of the trust as a reasonably 
cautious man would use, having regard not only to 
the interests of those who are entitled to the income 
but to the interests of those who will take in future. 
That is to say, a trustee is not in the position of a 
man simply investing his own money where his 
object may be a larger present income than he can 
get from a safer security. He is bound to preserve 
the money for those entitled to the corpus in 
remainder, and he is bound to invest it in such a 
way as will produce a reasonable income for those 
enjoying the income for the present. And in doing 
so he must use such caution as a reasonably prudent 
man would exercise with reference to transactions 
of a similar nature. A trustee is not bound to have 
special knowledge. Where there is any special 
knowledge required, he may and ought to consult 
those who could advise him from their special 
knowledge—-lawyers in the case of legal matters, 
and experts as to the value of property where there 
is any question as to the value of property. The 
duty of a trustee is not to take such care only as a 
prudent man would take if he had only himself to 
consider. The duty rather is to take such care as 
an ordinary prudent man would take if he were 
minded to make an investment for the benefit of 
other people for whom he felt morally bound to 
provide. 


In Learoyd vy. Whiteley (1887, 12 App. Cas., at 
p. 733), it was said that as a general rule the law 
requires of a trustee no higher degree of diligence in 
the execution of his office than a man of ordinary 
prudence would exercise in the management of his 
own private affairs. Yet he is not allowed the same 
discretion in investing the moneys of the trust as if 
he were a person sui juris dealing with his own 
estate. Business men of ordinary prudence may, 
and frequently do, select investiwsnts which are 
more or less of a speculative ch«racter; but it is 
the duty of a trustee to confine h mself to the class 
of investments which are permitted by the trust, 
and likewise to avoid all investments of that class 
which are attended with hazard. So long as he 
acts in the honest observsiave of these limitations, 
the general rule a!zcady stated will apply. 


Trustees may avail themselves of the services of 
others wherever such employment is according 
the usual course of business, but the ordinary course 
of business does not justify the employment of 4 
valuer for any other purpose than obtaining the data 
necessary in order to enable them to judge of the 
sufficiency of the security offered. They are not 
safe in relying upon his bare assurance that the 
security is sufficient, in the absence of detailed 
information which would enable them to form an 
opinion for themselves. If they choose to place 


cs  =—- — —_ a ae 


maf es «2 &® & 


S9epeeFrr 


ie E a er re eet = ee > Dagens as a a . Ty Fae 
5 oa ‘eke i eae, a: xa ae > . laa = So A : we 
a at aie! = Re <4 ee at ee j “tees a ae Re eee ee ‘."* 
Bb» ee oe |. Sn are ee . ee tie. ES ie es 
eS ’ eae ae) + aie eee z SS ol 
, wes a ity ee 5, ia a 
: ;, :; oe % . =o ie 
nnn EE ——— EEE 
| 
. 
—_—_—_—aS_—--__aea& es 
° 
a 
_— 
; , 
SS Sas 7 oe h 4 * 
= rr + ee Re “a © Se . = al Bt : of ee, 
7 an vm . 4 zs a, | a a see i 
‘ 3 ecg”, | ee tet aadiee eee ee a 


Mazcu, 1929.) 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


177 


reliance upon his opinion without the means of 
testing its soundness they cannot, should the security 
prove defective, escape from personal liability. 


There is no fixed rule that in all cases where a 
portion of the premises upon which mortgage money 
is lent is utilised for business purposes, trustees 
would be guilty of a breach of trust in advancing 
more than a moiety of the value of the property; 
but if the mortgaged premises and the business are 
so inseparable that the discontinuance of the business 
may result in depreciation of the premises, trustees 
ought not to advance more than one-half (Palmer 
v. Emerson (1911) 1 Ch., 758). In advancing 
money on business premises, if the security is really 
a business plus the premises upon which it is carried 
on, trustees are well advised to have nothing to do 
with it, but where a freehold property situate in a 
busy thoroughfare in an important city is adaptable 
for various sorts of business, although at the moment 
utilised and adapted for a particular kind of business 
then being carried on, there does not appear to 
be any rule which says that in that state of things 
trustees are limited to advancing only a moiety of 
the amount of the valuation. 


WIDOWS’ AND ORPHANS’ PENSIONS. 


(Seconp Pusiisnep Account or TRANSACTIONS.) 


(Contributed. } 

In an article on Widows’ and Orphans’ Pensions (First 
Published Account of Transactions) which appeared in the 
May, 1928, number of this journal, a general description of 
the finance of this great social scheme was given, together 
with an Abstract of the Transactions for the period from 
January 4th, 1926, to March 31st, 1927. Since the last 
article appeared the accounts for 1927 have been published 
(House of Commons paper, December 17th, 1928). Appended 
to the accounts is a schedule of ‘‘ Amounts paid in error and 
irrecoverable,” together with the report of the Comptroller 
and Auditor-General. In his report the Comptroller and 
Auditor-General points out that— 


“1. In the first nine months of the year covered by this 
account the income received from insurance contributions 
exceeded the expenditure on pensions—which at that date 
was confined to Widows’ and Orphans’ pensions—and the 
excess income not required to meet such expenditure was 
transferred to the Treasury Pensions Account in accordance 
with sect. 11 (2) of the Act, as follows :—£10,583,000 from 
England and Wales and £1,068,650 from Scotland. 


“ As from January 2nd, 1928, the provisions of the Act came 
into force which related to the payment of Old Age Pensions 
to contributors on their attaining the age of 65. This 
naturally occasioned a great increase of expenditure in the 
final quarter of the year, and for the first time since the 


the rate of income, so that it became necessary to transfer 
from the Treasury Pensions Account sums amounting in all 
to £322,000 (£280,000 as regards England and Wales, and 
£42,000 as regards Scotland) to meet the deficiency. ” 

From the Abstract of Accounts for 1927, given below, it will 
be observed that for the period from March 8lst, 1927, to 
January 2nd, 1928, there was transmitted to the Treasury 
Pensions Account £11,651,650, viz,—England £10,583,000 

Scotland 1,068,650 


£11,651,650 


and that from January 2nd, 1928, to March 31st, 1928, there 
was withdrawn from the Treasury Pensions Account £322,000, 
as indicated by the Comptroller and Auditor-General in his 
report. 


It was impossible from the first set of accounts published 
to draw any definite conclusions as to the annual cost of the 
scheme, but now that the 1927 accounts (April Ist, 1927, to 
March 31st, 1928) are available a general idea of the annual 
expenditure under each head may be obtained from the 
following abstract of the accounts for England and Scotland. 
England, it should be noted, includes Wales, the transactions 
for the latter country coming under the Ministry of Health. 


ApsTract or Receipts aND Payments oF THE Pensions Funps 
ror THE YEAR ENDED Makca 3isr, 1928. 


RECEIPTS. 
England. Scotland. ToraL. 


Sale of Stamps at Post Office .. -» £18,668,110 £2,258,015 £20,921,125 


Other Government Departments 148,269 7,838 155,607 
Employers’ Deposits 1,171,419 60,967 1,282,386 
£19,987,798 £2,321,820 £22,309,118 
Contributions in Cash— 

Excepfed Persons .. 848,049 29,714 872,768 
H.M. Forces .. 577,114 8u,900 608,014 
£20,907 ,961 £2,381,984 £28,289,+05 
Less Refunds .. ° 82,252 8,951 86,208 
20,875,709 2,377,988 23,258,692 

Treasury Pensions Fund or mae" 
from January 2nd, 1928) . 280,000 42,000 822,000 
Miscellaneous 8 _ 8 

Balances at A ril “Let. 1927 brought 
Sweet .. ry = 11,482 16,877 27,809 
Balance at March Bist, 1928 a 6,402 o 6,402 


£21,173,551 £2,436,960 £23,609,911 


PAYMENTS. 
England. Scotland. Torat. 
Wipvows’ PENsions— 
Contributory .. ee . 423,847,701 £888,659 £8,186,360 
Non-Contributory .. 8,985,214 564,415 4,549,629 
£6,882,915 £908,074 £7,735,989 
OrpHaNs’ PENSIONS— 
Contributory .. es 47,244 7,901 55,145 
Non-Contributory .. 211,305 41,599 252,904 
£7,091,464 £952,574 £8,044,088 
Otp AGE Pensions (age 65 to 70) 2,704,510 299,802 . 8,004,812 


£9,795,974 £1,252,376 £11,048,850 


Administration .. 798,498 104,839 898,887 
Paid in error and essegvensible 1,079 189 1,218 
Treasury Pension Account .. 10,588,000 1,068,650 11,651,650 
Balance, March Sist, 1928 ... oe _- 10,856 10,856 


£21,178,551 £2,486,860 £23,609,911 


Combining the foregoing statement with that previously 


commencement of the Act the rate of expenditure exceeded 


published in respect of the first fifteen months’ operation 
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of the scheme, the following cumulative statement from 
its commencement to March 31st, 1928, is the result :— 


January 4th, 1926, to March 31st, 1928. 
England. Scotland. Toran. 
. £39,404,280 £4,709,487 £44,113,767 
324,861 15,730 840,591 
2,891,788 127,858 2,519,146 


£42,120,929 £4,862,575 £46,978,504 


Sale of Stamps at Post Office .. 
Other Government Departments 
Employers’ Deposits 


Contributions in Cash— 


Excepted Persons 780,124 68,797 848,921 
H.M. Forces .. 1,815,827 65,750 1,881,577 
£44,216,880 £4,987,122 £49,204,002 
Less Refunds . 56,156 7,685 63,841 
£44,160,724 £4,979,487 £49,140,161 

Treasury Pension 
(sect. 11 (5)) .. 280,000 42,000 822,000 
Miscellaneous ee _ 208 —_ 208 
Balance, March 81st, 1928 6,402 _ 6,402 


£44,447,334 £5,021,437 £49,468,771 


Wripows' PEensions— 
Contributory .. 


oe £4,008,029 £475,888 £4,488,862 
Non-Contributory .. 


9,756,064 1,382,992 11,139,056 
£13,764,098 £1,858,825 £15,622,918 


OrpHans’ PENsIons— 


Contributory .. 66,052 10,868 76,920 
Non-Contributory 472,849 91,818 564,167 
£14,302,494 £1,961,511 £16,264,005 

Oup AGE Pensions (age 65 to 70) 2,704,510 299,802 8,004,312 
Administration 1,617,160 209,913 1,827,073 


Treasury Pension Fand—A/c remitted 25,821,000 2,539,500 28,869,500 
Pensions paid in error and irrecoverable 2,170 355 2,525 


Balance, March Slst,1928_ —.. _ - 10,356 10,356 
£44,447,334 £5,021,487 £49,468,771 


Even at this stage it would not be safe to base on either of the 
foregoing statements any definite conclusions as to the future 
trend of expenditure, as the scheme is still in a transitional 
state of flux. 

For example the ‘‘ non-contributory ’’ widow’s pension (i.e., 
the pension of a widow whose husband died before January 4th, 
1926, and accordingly never paid any pensions contributions) 
ceases six months after the widow’s youngest child reaches 
the age of 14—unlike the contributory pension which continues 
till the death of the widow or until she reaches age 65 when 
an old age pension takes its place. Accordingly the cost of 
this class of pension is already rapidly diminishing. For the 
first fifteen months the cost was £6,589,428, equivalent to 
£5,271,500 for a year; for the year to March 31st, 1928, the 
cost had fallen to £4,549,629; for the current year it may be 
expected to fall further to about £4,000,000, and this process 
will continue (though at a varying rate according to the age 
incidence of the children) till in about twelve years from now 
this class of pension will have disappeared altogether. 

On the other hand, the cost of widow's ‘‘ contributory” 
pensions is rapidly rising. At first it was comparatively 
small, as might be expected since these pensions related only 
to insured persons (with the necessary qualifications) dying on 
and after January 4th, 1926. For the first fifteen months the 
amount was only £1,297,502, equivalent to about £1,038,000 
for a year; for the year to March 31st, 1928, it had risen to 
£3,186,360; for the current year it is quite likely to touch 
the £5,000,000 mark; it will continue to rise steadily, since 
these pensions (but not of course the children’s allowances) 
continue till the death or attainment of age 65 of the widow, 
and are continually being added to by the deaths of married 


+ 


insured men, and it will not be till another generation has run 
that the annual increase in respect of new pensions will be 
substantially offset by the saving in respect of lapsed ones, 
and the position will become more or less stabilised. 


Taking these two counteracting tendencies into account 
one may anticipate a heavy increase in the cost of widows’ 
pensions over the next twenty years or so. 


Orphans’ pensions, i.e., pensions to the children of deceased 
widowers, have not been separately considered, as the term 
of these pensions is the same (i.¢., up to age 14, or 16 if 
at school) in the case of both the ‘‘ contributory” and 
**non-contributory’’ classes. But having regard to the fact 
that the average age of orphans of the non-contributory class 
as at January 4th, 1926, was presumably higher than the 
average age of children subsequently qualifying under the 
contributory class, as at the date of their father’s death, a 
steady increase in this class of pension (taking both groups 
together) seems more than likely over the next few years. 
Comparison of the first and second periods’ accounts will 
disclose that this tendency is already at work. 


By far the most important element in the scheme, however, 
is the provision for old age pensions (age 65-70), which came 
into operation only as at January 2nd, 1928, and which has 
therefore run for only the last calendar quarter of the period 
now ander review. In that quarter the expenditure amounted 
to £3,004,312, but this exceeds the quarterly average of 
expenditure in 1927-28 on all the other classes of widows’ 
and orphans’ pensions together (£8,044,038 for the year, 
equivalent to just over £2,000,000 per quarter). It is safe 
to assume that this expenditure does not cover all the persons 
qualified as at January 2nd, 1928, in respect that numbers 
of claims may not have been promptly lodged, or that their 
consideration (especially in doubtful cases) may have taken 
too long to permit of payment beginning in the March, 1928, 
quarter. The future annual expenditure which that quarter's 
experience would appear to indicate, some £12,000,000, will 
have to be heavily loaded both in respect of these late and 
delayed claims and in respect of fresh claims from persons 
reaching age 65 since the termination of that quarter; all 
the circumstances seem to point to an annual expenditure 
of some £14,000,000. In view of the short term of these 
pensions—from age 65 to age 70, when pensions under the 
Old Age Pensions Acts, 1908-24, take their place—further 
increases in their future cost do not seem likely to occur as 
the position should soon be reached when the annual inflow 
at age 65 will be balanced by the exits at age 70 (or at death 
if that intervenes). Indeed, having regard to the fact that 
the average age of those qualifying as at January 2nd, 1928, 
must have been well over 65, it would appear that the peak 
year should soon be reached and that, for a year or two 
following, the exits should more than balance the fresh 
claims, resulting if anything in a decrease till a stable position 
is reached as indicated above after the expiry of five years 
from January, 1928. 

In addition to the pensions already discussed, pensions 
under the Old Age Pensions Acts, 1908-24, but free of the 
** means test,” were granted ‘‘by virtue of” the Contributory 
Pensions Act, 1925, to persons who had already reached 
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age 70 before January 2nd, 1928, and who were then insured 
persons. Since these pensions, as also the over 70 pensions 
referred to in the last paragraph, are a charge on the Old Age 
Pensions Vote (Class VI (3) of Civil Service Estimates), they 
do not come within the scope of this article. 

While an attempt has been made here to indicate very 
roughly the probable trend of expenditure, it is impossible 
to forecast it even approximately without an actuarial 
examination of the position based on vital statistics, and 
doubtless the competent authorities have this in hand. 
Indeed, an actuarial survey must have preceded the fixing 
of the pensions contribution and of the Exchequer subsidy. 
It is evident, however, that from the current year onwards 
the pensions funds will require to encroach to an increasing 
extent on the Exchequer subsidy to supplement their 
contribution income in order to meet their commitments. 
This leads us naturally to a consideration of the Treasury 
Pensions Account created under sect. 11 of the Act. This 
account, from which deficiencies are made good to the two 
pensions funds, amounted at March 31st, 1928, to £37,422,296. 
This figure can only be arrived at when the first account 
published is worked into the 1927-28 account, as no balance 
is carried forward. The account for 1927-28 merely shows 
the receipts and payments for the period, and takes no 
account of the amounts as appearing in the first account. 
There is, however, a statement of investments held by the 
National Debt Commissioners appended to the accounts. The 
figure of £37,422,296 referred to above is made up as follows :— 


— 4 1996 (March Fr 1981, 
(January 4, . ’ ’ 
— i. rio ToraL. 
March 81, 1927). March 31, 1928). 
Receipts under sect. 11 (2) 
of the Act.. - £16,708,850 £11,651,650 £28,860 ,500 
Voted by Parliament under 
sect. 11 (3) of the Act 4,000,000 4,000,000 8,000,000 
Interest on Investments . 286,357 1,097,439 1,888,796 
£20,995,207 £16,749,089  £37,744,296 
Payments to aoe under 
sect. 11 (5).. ® _ 822,000 822,000 
£20,995,207 £16,427,089 £87,422,296 
The investments held are :— 
44 per cent. Treasury Bonds, 1982 oe ve ee +»  £34,985,218 
Do do. 1984 ae s 2,745,481 
£37,730,649 


The surpluses on the pensions fund bad accrued and been 
paid into the Treasury Pensions Account up to December 31st, 
1927, prior to which date widows’ and orphans’ pensions were 
still only developing in volume, and old age pensions had not 


yet appeared as a burden on the funds, and the payments in | : 
' 1927-28 from the Treasury account to the funds took place 


in the March, 1928, quarter on account of the growth of 
widows’ and orphans’ pensions, and the appearance of old age 


' pensions creating a burden on the funds greater than the 


contribution income. If the assumptions already made as to 
the future trend of expenditure are well founded it will not be 
long before substantial inroads are made into the balance 
accumulated in the Treasury Pensions Account during the first 
two years of the scheme. In this connection it is interesting 


to note that the Act (sect. 11 (2) ) makes provision for an annual 
Exchequer subsidy of £4,000,000 for the first ten years ‘‘ and 


thereafter such sums as Parliament may determine.” The 
modification in the Exchequer subsidy may be upward or 
downward according to the ten years’ experience—see also 
sect. 43 which provides for decennial reports by the Govern- 
ment actuary. In the latter section provision is also made, 
“unless Parliament otherwise determines,” for three decennial 
increases of 2d. (men) and 1d. (women) on the weekly pensions 
contributions, doubtless for the reasons already referred to in 
this article. 


Society of Incorporated Accountants and 
Auditors. 


MEMBERSHIP. 
The following additions to and promotions in the Membership 
of the Society have been completed since our January issue :— 


ASSOCIATES TO FELLOWS. 

Dastor, Eracn Jamstever (Sorab. 8. Engineer & Co.), 
Morarbhoy Buildings, 45, Apollo Street, Fort, Bombay, 
Practising Accountant. 

Epmunp, Matpwyn, Anmercosa House, corner of Fox and 
Holland Streets, Johannesburg, South Africa, Practising 
Accountant. 

Heaton, Joun Frepericx, Managing Director and Secretary, 
Road Transport and General Insurance Company, Limited, 
20, Victoria Street, Westminster, London, 8.W.1. 

Hopeson, Austrmy Divspaue, A.C.A. (Douglas, Low & Co.), 
North British Buildings, Johannesburg, South Africa, 
Practising Accountant. 

Low, James Davin Atexanper Spears (Douglas, Low & Co.), 
North British Buildings, Johannesburg, South Africa, 
Practising Accountant. 

Macnaventan, Cuantes Jonn, C.A. (Deloitte, Piender, Griffiths, 
Annan & Co.), Agency Buildings, Main Street, Bulawayo, 
South Africa, Practising Accountant. 

Meares, Canaries Atpert, 4, Donegall Square South, Belfast, 
Practising Accountant. 

Nanxivert, Cmartes Leonarp (W. Wallis Povah & Co.), 
5, Arcade Street, Ipswich, Practising Accountant. 
Payne, Warwick Geroncr, A.C.A. (W. H. Payne & Co.), 
8/9, Martin Lane, Cannon Street, London, E.O.4, 

Practising Accountant. 

Sureson, Rownanp Maurice (Widdowson & Sim a Capel 
House, 54, New Broad Street, London, E.0.2, Practising 
Accountant. 

Summers, Sam, Chief Accountant, Harrods (Buenos Aires), 
Limited, Calle Florida 877, Buenos Aires, South America. 


ASSOCIATES. 
Avexanper, James Arnot, C.A. (Alexander Brothers), 50/51, 
National Mutual Buildings, Smith Street, Durban, 


South Africa, Practising Accountant. 

Auuen, Cuirrorp Husert, Clerk to A. C. Mole & Co., Stafford 
House, Taunton. 

Anperson, Roy Diox, Clerk to Robert Hemphill, P.O. Box 2755, 
Johannesburg, South Africa. 

Baxer, Kaymonp Franx Cuantes, Clerk to Morison & Bell, 
4, Drapers’ Gardens, Throgmorton A venue, London,E.C.2. 

Barnett, Arcarsatp Vicror (Barnett & Co.), Terminus 
Chambers, 6, Holborn Viaduct, London, E.C.1, Practising 
Accountant. 

Bisnor, Ausert Ernest, Clerk to C. Percy Barrowcliff & Co., 
55/57, Albert Road, Middlesbrough. 

Bram, Autrrep, Clerk to Lewis Vizard & Son, 2, Clarence 

Parade, Cheltenham, 
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Bowen, Auex, Clerk to Harry Day & Co., 51, Foregate 
Street, Worcester. 

Buntinc, Cartes, Clerk to Latimer & Kelsall, Princes 
Buildings, 81, Dale Street, Liverpool. 

Burton, Auan Pearson, Clerk to Wm. Robertshaw & Myers, 
Barclays Bank Chambers, North Street, Keighley. 

CampsBeLL, Henry, Clerk to Martin Shaw, Leslie & Shaw, 
2, Wellington Place, Belfast. 

Darton, CuristopHer Josepu, Clerk to William C. Riboeck 
and Co., 1 & 2, Foster Place, College Green, Dublin. 
Divan, RamanuaL Cuanpunat, B.Com., Clerk to Kingsford, 

Garlant,McDonald & Wigzell,111,Moorgate,London,E.C.2. 

Duck, Grorce Russett, Borough Treasurer’s Department, 
Municipal Offices, Weymouth. 

Farrcntup, Lestre Frank, Clerk to Tunbridge & Lacey, 
6, South Quay, Great Yarmouth. 

Fawn, Cuirrorp Ervest, Clerk to Derbyshire & Co., Bentinck 
Buildings, Wheeler Gate, Nottingham. 

Fry, Francis Wiiu1am, Clerk to Deloitte, Plender, Griffiths 
and Co., 5, London Wall Buildings, London, E.C.2. 

Guass, Ian Ciuny Henperson, Clerk to Ford, Rhodes & Ford, 
48, Frederick’s Place, Old Jewry, London, E.C.2. 

Goopwin, Stantey Epwarp, Clerk to Peat, Marwick, 
Mitchell & Co., 11, Ironmonger Lane, London, E.C.2. 

Greenwoop, Norman, Deputy Accountant, Kettering Urban 
District Council, Council Offices, Kettering. 

Gaurrirus, Percy, Clerk to Richard Leyshon & Co., 128/29, 
Bute Street, Cardiff. 

Hamiton, Doris MeE.ieront, Accountant’s Department, 
Public Trustee Office, Kingsway, London, W.C.2. 

Hamiuton, Witt1am Victor, Clerk to Martin, Shaw, Leslie 
and Shaw, 2, Wellington Place, Belfast. 

Hammonp, ALEXANDER Ernest, Clerk to Darke, Robson & Batty, 
146, Bishopsgate, London, E.C.2. 

Harris, Groreoe, Clerk to Harber, Sturges & Fraser, 1, Guildhall 
Chambers, 31/34, Basinghall Street, London, E.C.2. 
Harrison, Frep, Clerk to Stephenson, Smart & Co., Midland 

Bank Chambers, Guildhall Street, Lincoln. 

Hewiewett, Witt1usM Currrorp, Clerk to Fredk. & C. 8. 
Holliday, Pearl Chambers, East Parade, Leeds. 

He tuts, Reatnaup Freperick, Clerk to Price, Waterhouse & Co., 
8, Frederick’s Place, Old Jewry, London, E.C.2. 

Horxmss, Joun Guynne, A.C.A. (Fletcher, Hopkins & Co.), 
Royal Exchange, Middlesbrough, Practising Accountant. 

Horrey, Gzonce Husert, Borough Treasurer’s Department, 
Town Hall, South Shields. 

Jenkins, Harorp Gruirrira, Clerk to Haswell Brothers, 
St. John’s Chambers, Love Street, Chester. 

Jenxins, Joun Exnvet, Clerk to John Potter & Harrison, 
22, Birley Street, Biackpool. 

Jotuy, Reatnatp Tuomas, Clerk to Price, Waterhouse, Peat 
and Co., 10/14, Standard Bank Chambers, Johannesburg, 
South Africa. 

Licgut, Dennison Gezorce, Clerk to Duck, Mansfield & Co., 
63, Coleman Street, London, E.C.2. 

Lioyp, Epwarp Jonn Dents, Borough Treasurer’s Department, 
Municipal Offices, Acton, London, W.3. 

MacLarry, Hvuen MacLeop, Clerk to Alex. Aiken & Carter, 
National Bank Buildings, Johannesburg, South Africa. 

Manpre, Saama Rao, M.A., B.Com., Clerk to F. R. O’Connor, 
10, Westmoreland Street, Dublin. 

Mars#ati, Raymonp Norwoop, Clerk to Stanley W. Marshall 
and Co., 107a, Mortimer Street, Herne Bay. ‘ 

Menzies, Wuu1am Dovetas, Clerk to H. Menzies & Co., 
Fife House, Fife Road, Kingston-on-Thames. 

Muze, George Dotcum, Clerk to Eyton & Eyton, County 
Chambers, Westgate Road, Newcastle-on-Tyne. 

Movie, Jonn Nance MoFar.anp, Audit Department, Eastern 

Area, No. 4 Audit District, Ministry of Health, Norwich. 


Musto, Crirrorp Roserts, A.C.A., Clerk to Deloitte, Plender, 
Griffiths, Annan & Co., Salisbury, South Africa. 

Packer, Joun Tuomas, Clerk to A. B. Clutterbuck, City 
Treasurer and City Chamberlain, Guildhall, Gloucester, 

Picc, Joun Henny, F.C.A. (Bolton, Wawn & Co.), 48, West 
Sunniside, Sunderland, Practising Accountant. 

Piatts, Frep; County Accountant’s Department, County 
Offices, St. Mary’s Gate, Derby. 

Prircnarp, Ceci Drypen, A.C.A., Puzey Chambers, Salisbury, 
South Africa, Practising Accountant. 

Pytz, Barry Joun Lear, Clerk to Deloitte, Plender, Griffit 
and Co., 11/12, High Cross, Truro, Cornwall. ‘ 

Rayne, ALBERT, County Accountant's Department, Northumber- 
land County Council, The Moothall, Newcastle-on-Tyne. 

Roserts, Percivan Luoyp, Clerk to E. H. Palmer, Bentinek 
Buildings, Wheeler Gate, Nottingham. 

Rooers, Cuartes Freperick Groner, Clerk to J. Lake, 
9/12, Gower Chambers, Gower Street, Swansea. 

Scorr, Percrvan Guy, Clerk to Peat, Marwick, Mitchell & Co., 
Royal Exchange, Middlesbrough. 

Suernerp, Les, Clerk to Widdowson & Simpson, Capel 
House, 54, New Broad Street, London, E.C.2. 

Srvcuarr, Ropert Barperston, C.A., Royal Chambers, 
Simmonds Street, Johannesburg, South Africa, Practising 
Accountant. 

Sones, Jonn Wituiam, Clerk to Stephenson, Smart & Co., 
Queen Street Chambers, Peterborough. 

Sreriime, James CHar.es, Borough Treasurer and Accountant's 
Department, Municipal Buildings, 170, Victoria Street, 
Grimsby. 

Stinz, James Samvet, Clerk to William Harris & Co., 
1, Quality Court, Chancery Lane, London, W.C.2. 
Srrickianp, Francis, Clerk to Hodson, Haley & Co., 22, Tib 

Lane, Cross Street, Manchester. 

Stuart, Cartes Marspen, formerly Clerk to Deloitte, 
Plender, Griffiths, Annan & Co., Johannesburg, South 
Africa. 

Sorcuirrz, Reormaup, Clerk to Stephenson, Smart & Co., 
Queen Street Chambers, Peterborough. 

Vance, Curistopner Merxiz, Clerk to G. & R. McCulloch, 
140, West George Street, Glasgow. 

Waker, Percy Epwarp, Clerk to Lovewell, Blake & Co., 
2, South Quay, Great Yarmouth. 

Warrcnurca, Harotp Ervyest, Clerk to Alfred Wroot, Bank 
Chambers, 26, Victoria Street, Grimsby. 

Warrraxer, Arrnvr, formerly Clerk to Goldby, Panchaud & 
Webber, Johannesburg, South Africa. 

Wuson, Norman, Clerk to John Potter & Harrison, 22, Birley 
Street, Blackpool. 

Woop, Arcurpatp, 4, Market Place, Burslem, Practising 
Accountant. 

Youne, Jonn Auexanper, C.A. (Samuel Thomson & Young), 
North British Building, corner of Simmonds and Com- 
missioner Streets, Johannesburg, South Africa, Practising 
Accountant. 


Society of Incorporated Accountants and 
Auditors. 


Examinations, 

The next Incorporated Accountants’ examinations will be 
held on April 29th, 30th, May 1st and 2nd, 1929, in London, 
Manchester, Cardiff, Leeds, Glasgow, Dublin, Belfast, Cape 
Town, Johannesburg and Durban. 


The Preliminary examination on April 29th and 30th, 1929. 
The Intermediate mee »» May Ist and 2nd, 1929. 
The Final 2 », April 30th, May Ist and 
, 1929. 
Applications to sit for the examinations must be made 
on the appropriate forms before March 26th, 1929. 
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Opening of Incorporated 
Accountants’ Hall 


by 
H.R.H. THE DUKE OF YORK. 


The Opening of Incorporated Accountants’ Hall took place 
on the afternoon of Tuesday, February 19th, the first 
item in a programme of two hours’ duration being the 
mounting of a Guard of Honour of the London Scottish 
Regiment, with King’s Colours and Pipers, on the lawn in 
the Forecourt. Many of its members wore war service medals, 
and altogether there was an imposing sight. The scene 
for the reception of the Royal Party was completed by the 
grouping of those to be presented on the entrance steps to 
the Hall, facing the King’s Colours. The illness of His 
Majesty the King and of the Duchess of York, the extreme 
cold, and an epidemic of influenza were serious factors to 
contend with in arranging a Royal Opening and a number 
of other functions to celebrate the inauguration of the new 
home of the Society. Fortunately, however, the weather kept 
fine and the whole programme as arranged was carried out, 
excepting only that H.R.H. the Duchess of York was 
prevented from attending. It was an odd coincidence that 
the inability of Her Royal Highness to take part in the 
ceremony was brought about by an attack of influenza 
which developed on her return from the wedding of her 
brother to the grand-daughter of the late Lord Astor, 
the builder of Incorporated Accountants’ Hall (then Astor 
House) in 1895. 


Presentations. 


H.R.H. The Douxe or Yorx, K.G., accompanied by 
Mr. Patrick K. Hodgson, C.M.G., arrived precisely at 3 p.m., 
exemplifying that punctuality which it is customary to 
associate with members of the Royal Family. Met outside 
the Hall by the Parliamentary Secretary (Mr. J. R. W. 
Alexander, M.A., LL.B.), His Royal Highness took the 
Royal Salute in the Entrance Gateway, and was then 
received by the President (Mr. Thomas Keens), who 
presented Mrs. Thomas Keens, Sir Charles Wilson, M.P., 
LL.D., J.P. (Chairman of the Parliamentary Committee), 
Mr. G. Stanhope Pitt (Chairman of the Hall Committee), 
Mr. C. Hewetson Nelson, J.P. (Chairman of the Finance 
Committee), and Mr. A. A. Garrett, B.A., B.Sc. (Secretary). 
Little Miss Patricia Smart having presented a bouquet of pink 
carnations to Mrs. Keens, the Reception Party retired to the 
steps and the President presented the Officer Commanding 
the Guard of Honour (Captain J. Woodman-Smith) to the 
Duke of York, who proceeded to inspect the Guard and 
complimented them upon their excellent ‘ turn-out.’’ An 
Official photograph was then taken of His Royal Highness 
and those assembled on the Entrance Steps, but only after 
some amusement had been created by the difficulty of making 
room for the Society’s photographer amongst the innumerable 


cinematograph operators and Press photographers, who were 
turning to advantage the scene which presented itself. 


The Duke of York then proceeded to the Staircase 
Hall and signed the Visitors’ Book—a specially produced 
volume in blue morocco—after which the following 
presentations were made to His Royal Highness :— 
The Mayor of Westminster (Major Vivien B. Rogers, D.S8.O., 
M.C., J.P.); The Mayoress of Westminster (Mrs. Vivien B. 
Rogers); The Dean of Westminster (Very Rev. W. Foxley 
Norris, D.D.); Mr. Samuel H. Whitbread, C.B., J.P. 
(Lord Lieutenant of Bedfordshire); Lady (Josiah) Stamp ; 
Lady (Charles) Wilson; Mrs. C. Hewetson Nelson; Miss 
Elizabeth J. Pitt; Mrs. A. A. Garrett; Mrs. J. R. W. 
Alexander; Mr. W. Claridge, M.A., J.P. (Past President) ; 
Miss Hilda M. Claridge (First Woman Incorporated 
Accountant); Mr. A. E. Woodington (Chairman of Examina- 
tion and Membership Committee); Mrs. A. E. Woodingtor; 
Mr. F. L. Pearson, F.R.1.B.A. (Architect; son of original 
Architect); Mr. John A. A. Berrie, R.C.A. (Artist); Mr. 
W. T. Evans, A.M.I.E.E. (Consulting Electrical Engineer) ; 
Mr. W. Stuart Thompson (original Builder); Mr. F. Brook 
Hitch, R.B.S. (Sculptor; son of original Sculptor); Mr. 
F. Oxley (Foreman of Works; original Craftsman); and 
Mr. 8. Fraser (Foreman Electrician). 


The Royal Party and the Reception Party then went in 
procession to the Great Hall, preceded by the Master of 
Ceremonies (Mr. W. Knightsmith). When al] had assembled 
on the platform, the National Anthem was sung, the first 
verse by the Temple Quartette and the second verse by 
the company. There followed a Prayer by the Dean of 
Westminster, and the reading by the Secretary of Con- 
gratulatory Messages, which are appended. 


Welcome by the President. 


Tae Prestpenr (Mr. Thomas Keens), on rising to give 
his Address of Welcome, was greeted with enthusiasm. 
He said: Your Royal Highness, Your Worships, ladies and 
gentlemen, I have the honour to welcome here to-day His 
Royal Highness the Duke of York, and to request, on behalf 
of the Society of Incorporated Accountants and Auditors, 
that His Royal Highness will graciously consent to open this 
Hall. We sincerely regret the absence of Her Royal Highness 
the Duchess of York—(hear, hear)—and hope she may soon 
recover from her indisposition. 


It is my privilege at this function to speak on behalf of 
5,200 Incorporated Accountants in Great Britain and Northern 
Ireland, in the British Dominions and Colonies, and else- 
where. It it peculiarly fitting that this ceremony should 
be performed by a distinguished member of the Royal Family 
whose personal visits, with his gracious consort, to all parts 
of the Empire have stimulated that loyalty and personal 
affection to the Throne, of which all British subjects are 
intensely proud. (Applause.) Particularly we rejoice at this 
time at the substantial improvement in the health of 
His Majesty. We venture to request that you may be 
pleased, Sir, to submit to His Majesty and Her Majesty the 
Queen a respectful message of our loyalty, and an expression 
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of our fervent hope that His Majesty may be long spared 
to continue the onerous and beneficent duties of King and 
Emperor, in which high office he has endeared himself 
to his own people and has won the respect of all nations 
throughout the world. (Applause.) 


This magnificent Hall to-day will formally become the home 
of the Society of Incorporated Accountants and Auditors, and 
we shall count its conception and building among the valued 
public services rendered by the Astor family. While using 
this Hall for the advancement of the accountancy profession, 
we shall regard it as our first duty to preserve it as a trust 
for the nation. Its situation at this spot, on the bank of 
the Thames, has peculiar significance. To the east, our 
immediate neighbours are the Honourable Societies of the 
Middle and Inner Temple, representing the ancient profession 
of the law; and, on the west, the immediately adjacent 
lmilding is to be the headquarters of that great undertaking, 
the Cable and Wireless Merger, which has harnessed business 
enterprise to the highest form of modern scientific invention. 


I acknowledge our professional indebtedness to both 
branches of the legal profession, and would pay a tribute to 
the receptive spirit in which commerce and scientific industry 
have sought and accepted our services. We are also mindful 
of the contribution to our common professional heritage, the 
accountancy profession, made by our brethren, the Chartered 
Accountants of England and Wales, Scotland and Ireland, and 
I am glad to welcome here to-day the President and Secretary 
of the Institute of Chartered Accountants. (Hear, hear.) 


This function to-day is a landmark in the history of 
Incorporated Accountants. For the first time we meet in 
our own home, which, we believe, will express in a fitting 
manner the position attained by the Society as a force and 
influence in finance, commerce and industry after 43 years’ 
progressive work. It is not possible for me to mention all 
those whose leadership and work have contributed to the 
position which the Society enjoys to-day, but I know it to be 
the wish of the members that I should refer to the services 
rendered by Mr. Frederic Walmsley, of Manchester, the Senior 
Past President, and Sir James Martin, the former Secretary 
and a Past President—(applause)— both of whom have been 
identified with the Council of the Society from its foundation 
to the present time. I am happy to say that we are able to 
commemorate their services, and the work of other Past 
Presidents, by the Portraits in Oils which have been executed 
by Mr. John A. A. Berrie, Royal Cambrian Academician, 
and are now hung in this building. The portrait of Sir James 
Martin, for which we are indebted to our Vice-President, is 
appropriately placed at the west end of this Hall. 


The project for the acquisition of this Hall has appealed 
in a remarkable manner to the wsthetic tastes, to the business 
sense and to the professional sentiments of our members, who 
spontaneously provided the means for completing the purchase. 
But its importance as a factor in the welfare of this Society 
will be the use to which it will be put. The government, the 


administration and the educational work of the Society will be 
focussed in this Hall, and our purpose will be to maintain that 


Its members, in their professional capacity and in public life, 
have contributed to maintaining a highly skilled and reliable 
accountancy service for the public in this country and 
overseas. 


Through the policy pursued by this Society, accountancy 
has been maintained as an open profession, entry to which is 
dependent upon educational and professional qualifications, 
irrespective of means or influence. Knowing as we do the 
practical interest which His Royal Highness has taken in 
the welfare of youth, drawn from all sections of the community, 
I would mention that it is our privilege to offer a special field. 
of opportunity to young men and women who wish, but some of 
whom might otherwise be unable to obtain, an accountancy 
diploma of high standing. 


By reason of our standards of qualification and conduct, 
the diploma of Incorporated Accountant was pronounced 
by the High Court of Justice to be an indication of reliability 
and integrity. Those words, rendered in the Latin tongue, 
have now become the motto emblazoned on the Society’s 
Coat-of-Arms. It will be our aim to maintain that reputation 
unsullied, and to render to this country and to this Empire 
the greatest measure of public service and usefulness. (Loud 
applause.) 


Address by the Duke of York. 


H.R.H. Tae Douxe or Yor«x then rose, amid prolonged 
applause, to deliver his Opening Speech. His Royal Highness 
said: Mr. President, my lords, ladies and gentlemen; 
I thank you most sincerely, on behalf of His Majesty the 
King, for the message of loyalty, which I will convey to him, 
and for your kind reference to his health, which, I am glad to 
say, is gradually improving. (Hear, hear.) 


I am very glad to be able to be here this afternoon to open 
this beautiful Hall, and I share with you the regret that the 
Duchess of York is not able to be present on this occasion. 


I want to congratulate you most heartily, Mr. President, 
and all Incorporated Accountants, upon possessing this 
building, particularly when | realise that this gathering is 
representative of a professional organisation whose activities 
are carried on both at home and in the Dominions overseas. 
The ceremony to day is the climax of an enterprise which is 
typical of the spirit that animates that organisation, and I 
am delighted to learn that it marks the result of the members’ 
own co-operative efforts. (Hear, hear.) You are, indeed, 
fortunate in having become the possessors of this unique 
specimen of architecture, representing as it does the highest 
skill of British art and craftsmanship. Before the days of 
mass production the late Lord Astor had done much to 
demonstrate the possibilities of medieval art and craftsman- 
ship applied to a modern building. And here are harmonised 
the original work and materials with the new, through the skill 
of those craftsmen whom I had the pleasure of meeting 4 
few minutes ago. 


In this building you will be able to carry on, in a worthy 
manner, your administrative and educational work on bebalf 


progressive policy which this Society has pursued for 43 years. 


of the 3,000 students who are qualifying themselves to become 
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Incorporated Accountants—a work which may justly be termed 
a great national service, aiming as it does at solving some 
of the problems which we have to face. The development of 
trade and industry has been fostered on the principles of 
sound finance, high morale, and good accounting. The 
prestige enjoyed by British companies in these respects, and 
the commercial system of which they form part, is viewed 
with favour all over the world. I am confident that that 
prestige is largely due to the work of Incorporated Accountants, 
both as auditors and in other ways. Though much of your 
work is carried on without any outward show, you have 
played a great part in the establishment of new industries, in 
the expansion of old undertakings, and in saving from 
disaster concerns which are passing through difficult times. 
Thus your work is of a constructive nature, creating business 
stability and security. In these ways you have helped to main- 
tain and absorb men and women in employment, which is 
so vital a need in this country at the present moment. 
(Hear, hear.) 


Well, ladies and gentlemen, it only remains for me to hope 
that you will continue your labours in your new home 
with the full measure of success they so richly deserve. 
I now have great pleasure in declaring Incorporated 
Accountants’ Hall open. (Loud applause.) 


Presentation of Mementos. 


Sir Cmxarites Wiison, M.P., then asked the Duke of York to 
receive certain gifts from the Society. He said: Your Royal 
Highness, it is my privilege, on behalf of the Society, to ask 
you to accept, as a mark of appreciation of your coming here 
to-day, the Pens with which you were kind enough to sign the 
Visitors’ Book in the staircase hal! below. I would also ask 
you to accept, on behalf of the Duchess of York, these 
Etchings of the Hall, by Mr. Frank Greenwood, and I beg of 
you in the name of those assembled here to-day to convey 
to Her Royal Highness our sincere wishes for her speedy 
restoration to good health. (Applause.) 


The gift to the Duke of York consisted of a special 
Duofold pen set, comprising two fountain pens in pear] and 
gold, and a black stand to accommodate them, bearing a gold 
plate which was engraved, ‘‘ Presented to H.R.H. The Duke 
of York on the occasion of the Opening of Incorporated 
Accountants’ Hall, February 19th, 1929.” The three Etchings 
of the Hall for Her Royal Highness were appropriately 
mounted and framed in inlaid mahogany with satin backs. 
They portrayed the exterior of the Hall, the Main Entrance, 
and the Great Hall. It was apparent that His Royal 
Highness was very pleased to accept the eichings on behalf 
of the Duchess of York, who has since written to express 
her ‘“ sincere gratitude for this charming gift.” 


Unveiling of War Memorial and Commemoration 
Stone. 

The Royal Party, accompanied by those who had been 
accommodated with platform seats, then proceeded in 
procession from the Great Hall to the Vestibule, where the 
War Memorial Stone was unveiled by the Duke of York. 


There followed a prayer by the Dean of Westminster, 
after which Mrs. Keens placed a wreath of poppies on the 
Stone and the Pipers played a Lament, ‘‘ The Flowers of the 
Forest.” The War Memorial Stone bears the Arms of the 
Society and is simply inscribed, *‘ To their own honour and 
the renown of this Society, in memory of those who gave 
their lives in the Great War, 1914-1918.” 


Having crossed to the other side of the Vestibule, the 
Chairman of the Hall Committee (Mr. G. Stanhope Pitt) 
requested the Duke of York to unveil the Commemoration 
Stone, saying, ‘It is my honour, as Chairman of the Hall 
Committee, to ask Your Royal Highness to unveil this 
Commemoration Stone, which records your great kindness 
in coming here to-day to open Incorporated Accountants’ 
Hall.”” The Stone comprises the Arms of the Society and 
the words, ‘‘ This Hall was opened by T.R.H. the Duke and 
Duchess of York on February 19th, 1929.” 


Inspection of the Hall. 


Having unveiled the Stone, the Duke of York proceeded 
to inspect the Hall, an extended examination being 
possible owing to the programme being ahead of time— 
an unusual but satisfactory state of affairs. His Royal 
Highness showed much interest in the conversion of the 
Astor Estate office proper in the Lower Hall into the 
Society's library and members’ room. The site of the old 
grille whereat business was transacted was pointed out, and 
attention was drawn to the turning and concealment of a 
large safe so that it can now be opened from an adjoining 
room. The skilled craftsmanship and matching of the oak 
for the new bookcases was much admired by His Royal 
Highness, who, on perceiving a copy of a certain sporting 
daily newspaper, observed that apparently Incorporated 
Accountants found time to devote some attention to a branch 
of accountancy not properly so called. In the Council 
Chamber upstairs, the magnificent joinery was demonstrated, 
and the Duke was quick to make fun of the remark that ‘‘ the 
room contained the only whitewashed ceiling in the building 
and that was painted.” The concealed panel leading into the 
Great Hall was shown to His Royal Highness, who, when 
the method of opening it had been divulged, showed great 
interest in the simplicity of the mechanism, which operated 
as efficiently as it did thirty-four years ago. From the Gallery 
the Duke of York viewed the Staircase and Staircase Hall, 
noticing particularly the ten solid ebony pillars which had 
been turned from tree trunks by one of the craftsmen who had 
been presented to him, the beautiful proportions and detail of 
the mahogany figures from ‘‘ The Three Musketeers,” and the 
floor of marble, jasper, porphyry and onyx, which had recently 
been cleaned by the man who laid it when the Society was 
but ten years old. 


His Royal Highness made many inquiries about the various 
woods which had been used throughout the Hall, and was 
surprised to find the Committee Room panelled in carved 
sabicu, a hard cross-grained wood which it is all but impossible 
to work. On its being pointed ovt that the whole of the 


beautifully lit dome ceiling and floral frieze was finished in 
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twenty-two carat gold, the Duke remarked that it was certain 
no such magnificent form of decoration would be contemplated . 
to-day, economical though it might be in the longrun. In 
this room the Duke of York took tea, after which the Great 
Hall (now vacated by the general company, for whom tea 
was provided in the Council Chamber and Library) was 
inspected. His Royal Highness found difficulty in appreciating 
how the Great Hall, which will seat 300 persons, could have 
conveniently been used by Lord Astor as his living room 
and private office. A photograph of the Great Hall as it was 
in those days was produced, and this clearly demonstrated 
how skilfully the room had been furnished so as to provide 
a comfortable apartment. The fragrance of the pencil cedar 
panelling, the height of the mahogany roof, the “Ivanhoe” 
statues and the silver panelled door by Frampton did not 
escape the attention of His Royal Highness, neither did 
the steel Strong Room. This is approached by a concealed 
panel in the Great Hall, and is protected by a huge door, 
the intricate working of which was examined through a 
glass plate on the inner side. Built by Chubb and Sons, 
it is stated by them to be the finest private strong room in 
existence. 


Before departing, the Duke of York kindly posed on the 
staircase for a photograph of himself accompanied by the 
Architect, the Builder, the Sculptor and the Foreman of 
Works, all of whom had worked on the building ever since 
its erection.. His Royal Highness has since written to express 
his sincere congratulations on the ‘‘ admirable arrangements 
made in connection with the Opening of the Hall,” and is 
good enough to state that it gave him ‘‘real pleasure to 
perform the ceremony.” 


In addition to a fully detailed description of the Order 
of Proceedings, every guest and member attending the Opening 
was given a copy of ‘Incorporated Accountants’ Hall—Its 
History and Architecture,” a second edition of which was 
prepared for the occasion by the author, Mr. J. R. Willis 
Alexander. All Branches and District Societies in the British 
Isles were officially represented at the Opening. There was 
also present Mr. Arthur S. Baillieu, F.S.A.A. (Melbourne), 
President of the Victorian Division of the Society. 


Official Guests. 


The following accepted invitations as official guests of 
the Society :— 


The Right Hon. Viscount Astor (Son of the first Lord Astor, 
the builder of the Hall, then Astor House); His Worship the 
Mayor of Westminster (Major Vivien Barry Rogers, D.S.O., 
M.C., J.P.); The Mayoress of Westminster (Mrs. Vivien B. 
Rogers); The Very Rev. W. Foxley Norris, D.D., F.S.A. 
(Dean of Westminster); Lord Herbert Scott, C.M.G., D.8.O. 
(President of London Chamber of Commerce) ; Mr. J. J. Wills 
(Comptroller of Companies, Board of Trade); Sir Nicholas 
Waterhouse, K.B.E. (President, Institute of Chartered 
Accountants); Mr. R. M. Welsford, M.A., LL.B. (President, 
The Law Society); Mr. John E. Parry (Chairman of the 


(Inland Revenue); Alderman Sir Stephen Killik, J.P., 
F.S.A.A.; The Right Hon. Lord Kylsant, G.C.M.G. (Chair- 
man, Royal Mail Steam Packet Company); Mr. Abraham 
Levine, M.A., F.I.A. (President, Institute of Actuaries); Mr. 
A. R. Mountain (Chairman of Lloyds); Sir Perey Thompson, 
K.B.E., C.B. (Deputy Chairman, Board of Inland Revenue) ; 
Mr. E. T. Allen, M.A. (Examiner to the Society); Lieut.- 
Colonel John Barrett-Lennard, C.B.E.; Mr. T. O. Belshaw 
(Electrical Engineer); Mr. John A. A. Berrie, R.C.A. (Artist) ; 
Rev. W. Pennington Bickford, M.A. (Rector of St. Clement 
Danes, the Parish Church) ; Mr. Roland Burrows, M.A., LL.M., 
LL.D. (Recorder of Cambridge, Examiner to the Society) ; 
Mr. W. H. H. Carpenter, F.A.I. (Surveyor to the Society); 
Mr. W. H. Coates, Ph.D., LL.B., B.Sc. (Examiner to the 
Society, Treasurer of Imperial Chemical Industries, Limited) ; 
Hon. George Colville (Secretary, Institute of Chartered 
Accountants); Sir John Coode-Adams (the first Lord Astor’s 
Solicitor and Business Manager); Mr. J. C. Denison-Pender, 
M.P. (Vice-Chairman, Eastern Telegraph Company, Limited) ; 
Mr. W. T. Evans, A.M.I.E.E. (Consulting Electrical Engineer 
to the Society); Mr. S. Fraser (Foreman Electrician); Mr. 
Clement C. Gatley, M.A., D.C.L., LL.D. (Examiner to the 
Society); Sir Edward Harrison (Chief Inspector of Taxes) ; 
Mr. F. Brook Hitch, R.B.S. (Sculptor, Son of original 
Sculptor); Mr. C. H. Isdell-Carpenter, O.B.E. (Secretary, 
Chartered Institute of Secretaries); Mr. J. R. Johnson, 
F.S.A.A. (City Treasurer, Birmingham, President of the 
Institute of Municipal Treasurers and Accountants); Mr. 
J. F. Junkin (General Manager, Sun Life Assurance Company 
of Canada); Lieut.-Colonel D. Lyall Grant, M.C., T. D. 
(Commanding Officer, The London Scottish Regiment); 
Brig.-General Arthur Maxwell, C.B., C.M.G., D.S.O. (Past 
President, Chartered Institute of Secretaries); Mr. Walter P. 
Norton (Solicitor to the Society); Mr. F. Oxley (Foreman of 
Works, original Craftsman); Mr. Frank L. Pearson, F.R.I.B.A. 
(Architect to the Society, Son of original Architect); Lady 
(Josiah) Stamp; Mr. Walter Tapper, A.R.A. (President of 
the Royal Institute of British Architects); Mr. Stuart 
Thompson (Builder to the Society, original Builder); Mr. 
8S. H. Whitbread, C.B., J.P. (Lord Lieutenant of Bedfordshire) ; 
and Captain J. Woodman-Smith (Officer Commanding 
Guard of Honour). 


The portrait in oils of Sir James Martin, above the West 
Chimneypiece in the Great Hall, was the gift of the Vice- 
President, Mr. Henry Morgan. It was executed by Mr. John 
A. A. Berrie, R.C.A., who was also responsible for the 
portraits in the Staircase Hall of the President (Mr. Thomas 
Keens) and the following Past-Presidents, all of the pictures 
being on view for the first time:—Joseph Shaw Green 
(1886-1887), Frederic Walmsley (1894-1898), Sir Charles Henry 
Wilson (1901-1904), William George Rayner (1904-1907), 
Harry Lloyd Price (1907-1910), Charles Hewetson Nelson 
(1913-1916), and George Stanhope Pitt (1923-1926). 


After the Royal Party had left, many guests and members 
lingered in the Hall until it was closed at 6 p.m., making & 
thorough inspection of its beauty and craftsmanship and 
endeavouring to distinguish old from new. An oflicial 


Baltic); Sir Dancin Kerly, K.C. (Chairman, Board of Referees 


function had not been arranged for the night of the Opening, 
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but the President and Mrs. Keens and a number of members 
and their ladies dined and danced at the Hotel Cecil until the 
early hours of the morning. 


On the day following the opening of the Hall, an Inaugural 
Dance was held in the Great Hall from 9 p.m. to 2 a.m. 
The President and Mrs. Keens received the guests as 
they arrived in the Gallery at the top of the Staircase, 
Mrs. Keens being presented with a bouquet of pink carnations 
and tulips by Miss Jean Paterson. The floor had been 
specially prepared and was found to give an excellent dancing 
surface. Jack Palmer’s Band, which played last year at 
Phyllis Court, provided the music, whilst Gunter’s were 
responsible for the refreshment buffets. 


The Hall proved itself to be an admirable place for a social 
function of this kind, it being difficult to determine whether 
the view from the Gallery or the scene in the Great Hal! was 
the most attractive. The modern system of direct and indirect 
lighting which the Society had installed completely justified 
itself, for the building can never have been seen to better 
advantage. Moreover, this lighting had been achieved without 
any detrimental additions to the Hall as it was conceived by 
its creator. Indeed the handsome electric candelabra, which 
had fallen into disuse, were brought into being again and 
adequately illuminated the Great Hall with a soft light. The 
stained glass in the East and West windows, hitherto dark 
patches at night, was beautifully flood-lit from the exterior 
of the building, whilst the Staircase Hall and Gallery were 
effectively illuminated by indirect lighting from the stained 
glass ceiling, and by a new Dutch candelabra suspended from 
the roof. If the expression be hackneyed, it is nevertheless 
perfectly true to say that the function was a complete 
success, a tribute which will be endorsed even by those who, 
disinterested in dancing, sought the quietness of the Library 
for a hand of bridge. 


At Homes. 


The Hall was open for inspection by members and their guests 
on the days following the Opening, and some 1,500 persons 
must have visited the building during the week. At Homes 
were held by the President and Mrs. Keens and the Members 
of Council from 4 to 6 p.m. on February 20th, 21st and 22nd. 
A tea buffet occupied the south front of the Great Hall and 
music was provided by an Orchestra under the the direction of 
Mr. Jack Palmer. These were very enjoyable functions and 
their informal nature was much appreciated. Visitors were 
able to inspect the Hall at their leisure, whilst many old 
acquaintances were renewed and new friendships made. 
Amongst those guests who accepted invitations from the 
Society to the At Homes, or who visited the Hall during 


Inaugural Week were :— 


Sir Henry Farnham Burke, K.C.V.0., C.B., Garter 
Principal King of Arms; Mr. F. S. Cameron-Head; 
Mr. G. H. Clamp (Chairman of the Council, Institute of 
Costs and Works Accountants); Mr. Archibald Crawford, 
K.C, (Director, The Economic League); Mr. W. A. 


C.B.E. (The Association of British Chambers of 
Commerce); Mr. Hanslip Fletcher; Lady (Hugh) Fraser; 
Mr. H. Heathcote-Williams; Right Hon. C. A. McCurdy, 
K.C.; Mr. E. Mackenzie-Hay (Director, The Statist); The 
Hon. Dougall Meston; Mr. W. A. Middleton, O.B.E, 
(Chief Auditor, National Insurance Audit Department) ; 
Brigadier-General M. Mowat, C.B.E. (Secretary, Institute of 
Mechanical Engineers): Mr. G. K. Menzies (Secretary, Royal 
Society of Arts); Mr. James Rae (Assistant Secretary, H.M. 
Treasury); Sir Malcolm Graham Ramsay, K.C.B. (Comptroller 
and Auditor-General); Mr. J. W. Ramsbottom, M.A., 
M.Com. (Director, City of London College); Major Charles 
Reid, D.S8.0. (Association of Scottish Chartered Accountants 
in London); Mr. John Stevenson (General Secretary, the 
Incorporated Society of Auctioneers and Landed Property 
Agents); Mr. A. E. Watson, C.B.E. (Treasury Officer of 
Accounts); Mr. R. Wynne Bankes (Assistant Secretary, the 
Institute of Chartered Accountants). 


Messages of Congratulation. 


The following are the congratulatory messages which were 
read at the Opening of the Hall :— 


From Mr. Henry Morgan, Vice-President of the Society, who 
is convalescing in Madeira— 
‘*Heartiest wishes. Feel sure that to-morrow’s event 
will inaugurate period of continued and marked success 
for Society. Deeply regret my absence.” 


From Mr. F. Walmsley, J.P., Senior Past President of the 
Society — 

** Hearty good wishes to you and our new page in history." 
From Sir Nicholas Waterhouse, K.B.E., President of the 
Institute of Chartered Accountants in England and Wales— 
**On behalf of the Vice-President, the Council and the 
members of the Institute of Chartered Accountants 
I beg to offer to you, the Council and members of 
the Society of Incorporated Accountants and Auditors, 
my sincerest congratulations on the opening of the 
Society’s magnificent Hall and greatly hope it will 
tend to the usefulness of the Society’s work and the 

good of the profession generally.” 


From the Victorian Division of the Society of Incorporated 
Accountants— 

‘*Members in Victoria, Tasmania, Queensland, South 
and Western Australia send greetings to Council and 
fellow members on occasion of notable epoch in our 
Society’s history and join fellow members in message 
of loyalty to be conveyed to His Majesty.”’ 


From Mr. Herbert Priestley, Chairman of the New South 
Wales Committee— 
‘New South Wales members convey hearty greetings 
to Council on opening of Hall.” 
From Mr. Cyril D. Gibson, Honorary Secretary of the South 
African (Western) Committee, Cape Town. 
‘‘Greetings and congratulations from all members in 


Doman (Editor, Financial News); Mr. R. B. Dunwoody, 


Cape Province and Orange Free State.” 
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From Mr. D. P. C. Blair, the Honorary Secretary of the 
South African (Northern Committee) Johannesburg— 


‘Success to Society’s new home.” 


From Mr. W. 8. Fraser, the Honorary Secretary of the South 
African (Eastern) Committee, Durban— 


‘‘Members South African (Eastern) Committee send 
heartiest congratulations on formal opening of 
Incorporated Accountants’ Hall and all good wishes 
future prosperity of Society.” 


From Incorporated Accountants in Bombay— 


‘* Incorporated Accountants, Bombay, send their heartiest 
congratulations to Society on occasion of inaugural 
opening of Society’s new home.” 


From Mr. A. P. Richardson, Secretary of the American 
Institute of Accountants— 


‘‘American Institute Accountants extends cordial 
felicitations to Incorporated Society upon formal 
opening Society’s splendid Hall.” 


From Mr. E. Van Dien, Honorary Member of the Society, 
Amsterdam— 


‘* May I add to congratulations on opening of Accountants’ 
Hall the hope that our Society will prosper and 
flourish.” 


Letter from Sir James Martin. 


The following letter has since been received by the President 
under date February 22nd :— 


My Dear Presipenr, 


Within 48 hours of the time fixed for the opening of the 
Incorporated Accountants’ Hall by H.R.H. the Duke of York, 
and without any previous warning, I was laid low by a severe 
attack of gastric influenza, and on the date of the ceremony 
itself my removal to a nursing home was ordered by my 
specialist. Keen as the disappointment was, its bitterness was 
removed by the fact that though absent I could rejoice with 
my fellow members in the accomplishment of an outstanding 
event in the 43 years history of the Society with which I have 
been so intimately associated. The Incorporated Accountants’ 
Hall stands as an outward and visible sign of the strength 
of the Society, founded as it is on the great principles of 
reliability and integrity, and whatever difficulties the future 
may disclose an observance of these guiding principles will 
always overcome them. 


I am not able to attend to any correspondence for the present, 
but all the news which has reached me testifies to the great 
success of the inauguration ceremony and the splendid 
organisation which marked every detail. I should like to 
congratulate you and Mrs. Keens, and, through you, my 
colleagues on the Council and the Officers of the Society 
upon the result achieved. 


Believe me, sincerely yours, 
James Martin. 


PROFESSIONAL CHARGES ON A COM. 
MISSION BASIS. 


Successful Claim in respect of Excess Profits Duty 
Recovery—Leach v. Braunston (Malay) Rubber 
Estates, Limited. 


A case of considerable importance to the profession was 
heard by the Lord Chief Justice (Lord Hewart) and a special 
jury in the King’s Bench Division on February 7th and 8th, 
when Mr. Harold Alexander Leach, of St. George’s Road, 
Golders Green, London, sued the Braunston (Malay) Rubber 
Estates, Limited, of 20, Eastcheap, London, E.C., claiming 
£840 for work done as an accountant. 


Mr. A. 8S. Comyns Carr, K.C., Mr. Walter Frampton and 
Mr. O’ Malley appeared for plaintiff, and the defendants were 
represented by Mr. T. Eastham, K.C., and Mr. G. Russell Vick. 
Defendants admitted that Mr. Leach was entitled to reasonable 
remuneration, and they had paid into Court £210, which they 
said was sufficient to satisfy plaintiff's claim. 


Mr. Comyns Carr said the only question the jury would 
have to determine was what was fair and reasonable 
remuneration for the work plaintiff did for the defendants. 
Mr. Leach was a Chartered Accountant, and at the time he 
undertook work for the defendants he had just started 
practising on his own account, though he had had consider- 
able experience since he qualified in August, 1923, in the 
investigation of the very complicated matters which surrounded 
excess profits duty. For a number of years excess profits 
duty had been almost extinct as a source of revenue to the 
Crown, but as a source of revenue to companies who had 
overpaid tax it was still in existence. It was part of the 
ordinary training of accountants to become familiar with 
income tax, a subject which caused a great deal of trouble 
and mystification to many people. Every skilled accountant 
was more or less an expert in the intricacies of income tax, 
but excess profits duty was a very different matter. It was 
a war tax imposed for a temporary purpose, and was intensely 
complicated and technical. There were few sources to which 
those who desired to study its intricacies could go, and to 
a very large extent the practice, from the point of view of 
the Chartered Accountant, depended on a close and intimate 
acquaintance with the habits and customs established by the 
Revenue Authorities as well as in the actual terms of the Act 
itself. It had been a frequent practice for companies which 
had paid large sums as excess profits duty in the piping times 
of prosperity to look around in these harder times to see if 
they could recover any money. Certain Accountants and 
others—just a few firms and individuals who had made a 
special study of this matter—had been called in to investigate 
the accounts of companies during the war and even back to 
1910 to see whether, although the ordinary accountants acting 
for the company had failed to discover any ground on which 
part of the tax might be recovered, they, as specialists in 
the work, might not be able to find some such ground. Mr. 
Leach’s experience had been almost entirely with people who 
had specialised in this kind of work, particularly with a 
well known firm, Messrs. Brown, Peet & Tilly, and also in 
conjunction with a Mr. Homan, who, though not a Chartered 
Accountant himself, had made a speciality of investigating 
these cases and making reclaims. In January, 1927, Mr. Leach 
began to practise on his own account at Windsor House, and 
at that time he had a claim in hand for another rubber 
company called the Muar River Rubber Company, Limited, 
the secretaries of which were Messrs. Thomas Barlow & Sons. 
That was a case in which other people had investigated the 
accounts and failed to discover any sound basis on which 


8 SE dee akties Je oe tg SS RM ee ns |e ° 2 ‘acd Pe ue ene ee 3) i Ses 
eR eee i oe See - a . ee 
ee ee ee eS Bo, eee ie a dis Cc — ae 
eS aoe ea on SS ok ha eee ¥. ee ft Sa ae 
: ; 
p EE OE ” —— 
rr ————————— ————— 
| ee 
| 
7 
f 
aa ¥ SES gic a as «(oe o . waa = ob ee = Oa ee: a E en oe bea > 


ao se FF Ft + Oo FSF = & = 


ao re oe=s Vv ¥ "= 4 = 


- 


ee ee ed 


Marc, 1929.) 


THE INCORPORATED AOCOUNTANTS’ JOURNAL. _ 187 


a claim could be made, but Mr. Leach prepared a claim 
which highly commended itself to the firm concerned, and 
ultimately had a result very successful for the company. 
The defendant company, whose secretaries were a firm of 
Chartered Accountants, Messrs. Naftel, Rutherford & Marshall, 
heard of Mr. Leach through Messrs. Barlow, and an interview 
wasarranged. There was a discassion as to whether Mr. Leach 
would investigate defendants’ accounts to see whether he 
could hit on any point on which they could recover anything 
in respect of excess profits duty. In the course of discussion 
it appeared that the secretaries themselves had made one or 
more attempts to discover such a point, and nearly a year 
previously they had put in a claim on a certain basis for a 
refund amounting to £2,711. The first subject discussed was 
whether there was any prospect of success in that claim, and 
Mr. Leach pointed out that there was no foundation for the 
claim, which had better be abandoned. He said the only 
hope was for him to go through the accounts and see-if he 
could find another basis. At that time there was no definite 
bargain that plaintiff would undertake the work, or with 
regard to his remuneration, and if no agreement had ever 
been made the time he spent on the work would have been 
wasted. However, as he was a young man just starting on 
his own account he was not unwilling to put in, and he did 
put in, a great deal of time in investigating the matter in the 
hope that a bargain would be made if he was successful. On 
January 25th, 1927, there was an interview which related to 
two matters, one being the excess profits duty, and on that 
point Mr. Leach’s note was that he was informed that 
instructions had not yet been received from the board of the 
company, but the matter was still ander consideration. The 
remainder of the note related to income tax, and its only 
materiality was that it referred to the fee Mr. Leach would 
be willing to accept for advising certain other companies about 
income tax, and when a dispute arose subsequently Messrs. 
Naftel, Rutherford & Marshall suggested that the fee had been 
agreed in respect of the excess profits duty matter. That, 
said Counsel, was a delusion. What ‘ir. Leach did was not 
to investigate the companies’ accounts in detail, but advise 
them as to a particular point relating to what was known as 
a claim under Rule 11 of the Income Tax Acts. The amount 
now claimed by Mr. Leach was much larger than the fee for 
his income tax advice, because a large number of people were 
sufficiently expert in income tax matters to deal with them, 
bat the amount of work involved was trifling compared 
with the work involved in dealing with excess profits duty. 
Eventually Mr. Leach received a number of papers relating to 
the defendant company, and began working on their claim. 
On May llth he received definite instructions to look into 
the matter and report as soon as possible. In reply Mr. Leach 
said his fee was not to exceed 21 guineas, but in the event of 
his report being used to the benefit of the company he was to 
receive additional remuneration to be agreed upon. Messrs. 
Naftel, Rutherford & Marshall replied agreeing to the latter 
term. Mr. Leach investigated the whole of the accounts since 
1910, and then submitted his report. 


Counsel explained how excess profits duty was calculated, 
and said the taxpayer was entitled to take the average profits 
of two out of three pre-war years in order to arrive at a 
standard profit, any sum in excess of that amount being liable 
w tax. Apart from the standard, other points were frequently 
raised as to the adjustment of the amount for particular 
years. Mr. Leach had to give the matter a great deal of 
consideration and investigation before he discovered a point 
which the accountants who had previously investigated the 
matter had overlooked. A section of the Finance Act, 1915, 
gave the taxpayer an alternative, and stated that where, 
owing to the recent commencement of a business, there had 


not been three pre-war years, but only two, the standard of 
profits should be taken to be the amount of profits on the 
average of two years, or, at the option of the taxpayer, profits 
arising during the last of those two years. The defendant 
company had taken over the rubber estate on a day six days 
short of the three years period, and therefore they were 
entitled to take the average of two years or the profits for the 
last of the two pre-war years. The profits for that year were 
much better than could have been obtained by taking an 
average of two or three years, and it made a difference of 
£767 in the amount of the pre-war standard. The result was 
that the defendant company eventually received a refund of 
£6,415 lls. It was only by examining all the documents 
and coming across an agreement by which the defendant 
company took over the estate, and by noticing the date of the 
agreement, that Mr. Leach was able to prepare the claim 
which proved so successful. Messrs. Naftel, Rutherford and 
Marshall forwarded the claim to the Inspector of Taxes, 
stating that they thought it best to do so as they had always 
dealt direct with the Inspector, and Mr. Leach agreed to that 
being done. He asked to be introduced to the Inspector, but 
that was never done, defendants’ secretaries keeping the 
matter in their own hands. In subsequent correspondence 
Mr. Leach claimed 800 guineas as his fee, but Messrs. Naftel, 
Rutherford and Marshall replied that such a fee would not be 
entertained, and that he had agreed that his fee was not to be 
a percentage of the amount recovered. 

Lord Hewart: Plaintiff was asking for over 124 per cent. 

Mr. Comyns Carr: In the case of another company he 
received 20 per cent. 

Mr. Eastham: In that case there was an express agreement 
to pay 20 per cent. 

Mr. T. Eastham, K.C., for the defendants, observed that 
the whole point between the parties was, what was a reasonable 
fee for a Chartered Accountant to claim ? 


Mr, Comyns Carr continuing, said the usuai basis on which 
work of this specialised character was done, was, according 
to the evidence he would call, on a very much higher 
percentage than about 13 per cent. which was what Mr. 
Leach proposed to charge in this case. When there was 
a fixed percentage contract, however, it was quite fair to say 
nothing was paid in the event of there being no success at all. 


Mr. H. A. Leach, in the witness box, gave evidence of the 
amount of work he had done in the matter, which included 
going through correspondence and searching files at Somerset 
House. He said he had to do the whole of work spread 
over fifteen years in a few months. The law was contained in 
six or seven Finance Acts. 


The Lord Chief Justice: There was a Committee or 
Commission sitting to see whether something could not be 
done to explain what these Acts mean. (Laughter.) 


Mr. Comyns Carr (to witness): Are there a great variety of 
possible points which have to be looked out for and tested ?— 
Yes; points which the most experienced accountants and 
taxation specialists have difficulty in finding. 


Mr. Leach said that in going through documents he 
gradually went back from year to year, and he found in 
1910 there had been a change in the ownership of the business 
which was a very important thing in regard to excess profits 
tax. At the time he was doing this work for the defendants he 
had only just started in practice, and he employed an articled 
clerk and a typist. He estimated that he had spent two-thirds 
of his time from when he first started the work until he sent 
in his report. He thought he had worked about 400 hours 
for the defendants, and in addition to his own time his 
employees had also done certain werk. He considered two 
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guineas an hour a reasonable fee for that class of work. In nota point which the Inspector might raise and which would 
estimating the figure of 800 guineas he had taken into bring the balance out against them ?—Witness: It is most 
consideration the time worked and the value of the work essential. My first duty is to draw attention to the danger, 


to the company. 


| and the decision as to whether a claim is made rests with 


Mr. Leach added that he had heard of as much as 50 per | the clients. 


cent. being paid, and 33} per cent. had been paid in one case 


to his definite knowledge. The lowest he had ever heard of 
being paid was 15 per cent. 


Replying to the Lord Chief Justice, Mr. Leach said the | 


well-understood practice among Chartered Accountants was to 


charge 15 to 20 per cent. in cases such as he was claiming for 


but this was not recognised by the Institute of Chartered 
Accountants. 

Mr. Comyns Carr (to witness): In your opinion, is the 
charge of 800 guineas reasonable ?— Yes. 

Mr. T. Eastham (cross-examining): Your charge is not 
upon the 15 per cent. basis ?—-No. 

Do you know Sir James Martin?—By name. 

Is he an eminent and distinguished accountant ?—Yes. 

Sir James Martin suggests that if you got 140 guineas for 
what you did you would be very well paid?—I should not 
consider that I was adequately paid by any means. 

If Mr. George Freeman, President of the Institute in 1925, 
says 140 guineas would be a generous payment you would not 
agree with that ?—No. 

Does the Institute strongly condemn these percentage 
claims ?—It does not approve of them. 

Accountants are people in a specially privileged position? 
—Yes. 

And they are trusted ?—Yes. 

If an accountant places himself in a position where his 
remuneration depends upon results he is placing himself in a 
dangerous position ?— Yes. 

I suggest that among high-class accountants it is improper 
to make out claims against any commercial firms on the 
percentage basis ?—I do not agree. 

I suggest it is contrary to public interest because of the way 
accountants’ certificates are received by Inland Revenue 
Authorities ?—I do not agree. 

The Lord Chief Justice: Did you have accounts before you 
which showed clearly and simply the profits for each year’s 
trading ?— Witness: Yes. 

Mr. Leach stated that on March 31st, 1927, he wrote to 
defendants’ secretaries asking if a decision had been arrived at. 

Mr. Eastham: Up to that time you had no instructions to 
do anything ?—Witness: By that time I had been handed 
many papers. 

Did you go through the company’s trading books?—Not 
the books at the office. I had the profit and loss accounts 
and the balance-sheets. 

Mr. Eastham: I am suggesting that experienced people at 
this class of work could do the whole thing in a week ?—I 
do not agree. : 

A leading accountant in the City of London would charge 
two guineas an hour?—That is usual, but I have heard of 
higher charges than that. 

Re-examined, witness said it was common for Chartered 
Accountants to base their remuneration on the amount 
recovered. He had to investigate the accounts for fifteen 
years, as he was searching for points other than the one 
he discovered. 

Mr. Comyns Carr: When you find what appears to be a 
good point in favour of your clients is it your practice to go 
through the whole of the accounts to make sure that there is 


Lord Hewart: Sometimes apparently it was wise to let 
sleeping dogs lie. 
| Mr. Osear Berry, a Chartered Accountant, of Monument 
Street, said he regarded payment of two guineas an hour asa 
minimum; it was certainly not a maximum. His firm did 
not base their charges on so low a figure. Two guineas per 
hour would be the charge for small and rather unimportant 
work done not by the head of the firm, but by clerks. Witness 
said he considered plaintiff's charge of 800 guineas a 
reasonable one, and added ‘‘I don’t think we would have 
charged less.” 5 

Lord Hewart: You might even by a flight of fancy think 
you might have charged more. (Laughter.) 

Mr. Comyns Carr: Where a firm has investigated a matter 
and failed to discover any substantial basis of claim and 
another accountant comes in, weuld the proper fee for under- 
taking work in those circumstances be the same as or higher 
than the fee chargeable for doing the work in the first 
instance?— Witness: There would be much more work for 
the second man than for the first man. 

Mr. Maurice Wells, a Chartered Accountant, of Old Jewry, 
said he had had special experience of cases concerning excess 
profits tax revision. He had conducted a number of claims 
on the percentage basis. 

The Lord Chief Justice: Is it or is it not the case that 
payments on the percentage basis are frowned upon by the 
profession ? 


Witness: Yes, they are frowned upon. 


Mr. Wells added that when an accountant had a name he 
could charge £500 or £1,000 and he need not put in the number 
of hours worked. 


Mr. Comyns Carr: Looking at all the circumstances of the 
case, in your opinion, is the charge of 800 guineas 4 
reasonable claim ?—Yes. 


Mr. Eastham (cross-examining): In your cases, when you 
have made claims for your services have you had an agree- 
ment with your clients ? 


Witness: I have always had a verbal agreement. 


Mr. Eastham, addressing the jury, said defendants had 
never disputed that they were liable to pay Mr. Leach 
reasonable remuneration for his services. The remuneration 
was to be a matter of agreement, and there was never any 
intention that payment should be on a percentage basis. 
The question to be decided by the jury was, what was 
reasonable remuneration? The defendants had consulted 
distinguished accountants, and were willing to pay Mr. Leach 
on the basis of their advice. Mr. Leach was not instructed 
until April, and he completed the work on May 26th. He 
never examined defendants’ books, or appeared before the 
Inspector of Taxes. 


Sir James Martin, past President of the Society of 
Incorporated Accountants and Auditors, ex-President of the 
London Chamber of Commerce, and senior partner in the 
firm of Martin, Farlow & Co., Incorporated Accountants, of 
Gresham Street, London, E.C., said he had seen plaintiff's 
report and heard him describe the work he did. It was not 
usual for accountants to charge on a percentage basis for 
excess profits duty work, and the practice was disapproved by 
the Society. The objection to the practice was, in witness's 
opinion, that accountants held a privileged position in relation 
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to the Inland Revenue, the Finance Acts having secured 
them the right to appear before the General and Special 
Commissioners, and it was the custom of the Inland Revenue 
Authorities to accept facts and figures placed before them by 
recognised members of the profession. If the accountants 
who appeared had a pecuniary interest in the result of their 
applications, that seemed to witness to cut away the confidence 
that ought to be reposed in them. He knew of no reputable 
accountants who charged on a commission basis. They 
charged for their skill and knowledge, and their charges were 
based on time. The rate of payment for principals was from 
five to fourteen guineas a day of seven hours, the amount 
depending on the standing and position of the person who 
made the charge. Witness’s opinion was that it would take 
an experienced accountant about ten days to do the work 
which Mr. Leach did. Plaintiff had dealt with the business 
with skill, and, having regard to the circumstances, he should 
receive payment at the rate of fourteen guineas a day. 
Witness’s own firm would not have charged more than 
140 guineas for the work. 

Mr. Comyns Carr (cross-examining): Would you not 
recognise from the point of view of remuneration that an 
excess profits duty specialist’s work was a very different 
class of business to the ordinary work of an accountant ?— 
Certainly not. 

Sir James Martin added that the ordinary firm in the 
profession had dealt very successfully with these claims for 
the repayment of excess profits duty. People sent circulars 
along, he said, suggesting that they might re-examine firms’ 
accounts, and that was what was called specialising in 
these claims. 

Mr. Comyns Carr: There has been no circular sent here. 

Counsel asked whether, in cases where an accountant had 
failed to find a claim, the matter was not often referred to an 
accountant who was a specialist? 

Sir James Martin: There is nothing in excess profits duty 
that is not within the competence of a qualified practising 
accountant. 

Mr. Comyns Carr: It is notorious that there have been a 
great many good and valid claims for excess profits duty 
discovered by specialists which have escaped the notice of 
ordinary auditors ?—It is not notorious. 

In cases where specialists have been called in, are not 
firms naturally rather jealous of other firms being called in 
over their heads by their own clients ?—I personally do 
not take that view. 

It is a view very widely taken ?—I do not think so. 

Sir James Martin added that he did not criticise Mr. Leach's 
work. 

The Lord Chief Justice It is obvious that the accountants 
that tried before Mr. Leach never hit the point at all. 

Mr. Comyns Carr: They brought forward a claim on 
another basis which had no foundation. 


Mr. George Robert Freeman, Chartered Accountant, 
Coleman Street, London, E.C., a Past President of the 
Institute of Chartered Accountants, and a member of 
the Council since 1915, said it was not the custom or practice 
for Chartered Accountants to charge for their services on a 
percentage basis. Such a practice was not approved by the 
Institute. Witness’s usual charge for professional work was 
from seven guineas to ten guineas per day of seven hours. 
He had not heard of an accountant charging more than 
two guineas per hour for ordinary professional services. 
His firm would have charged 100 guineas to!125 guineas for the 
work Mr. Leach did, and, in witness’s opinion, 140 guineas 
would be generous payment. 


Mr. Comyns Carr: Does your firm make a speciality of 
revision of excess profits duty ?—Witness: We take it in the 
ordinary course of business. 

Do you say that the point on which Mr. Leach succeeded 
was so obvious that he ought to have detected it at 
once ?—That is so. 

Messrs. Naftel, Rutherford & Marshall had conducted the 
affairs of the defendant company from its inception, and 
had agreed with the Inspector of Taxes excess profits duty 
on « basis which was so obviously wrong that you say it 
ought to have been detected at once ?—I quite agree. 

Replying to the Lord Chief Justice, Mr. Freeman said 
that, so far as he was aware, no proceedings for damages 
for negligence had been taken by defendants against 
Messrs. Naftel, Rutherford & Marshall. 

Mr. Eastham said defendants did not deny that} plaintiff 
was the first to discover that the company had not owned 
the estate for three years, and he was entitled to the credit 
for finding that point, but if he was paid 140 guineas for his 
work he would be generously remunerated. 

Mr. Comyns Carr said the methods by which accountants 
were remunerated varied—some preferring a fixed sum, some 
charging by the hour, and others working on a percentage 
basis. Mr. Leach undertook what appeared to be a forlorn 
hope in investigating defendants’ accounts with the object of 
discovering, if possible, what other accountants had failed 
to find. As he was successful he ought to be rewarded by 
the payment of a fair percentage of the sum defendants 
recovered. Though the contract was not on a percentage 
basis, it was obvious that plaintiff’s remuneration was to 
depend on the result of his work. 

Lord Hewart, in summing up, pointed out that excess 
profits duty was not a permanent feature of English national 
life, and it was not part of an accountant’s normal business to 
be fully acquainted with the duty. It was work of a special 
character. It was agreed that Mr. Leach was to receive 
‘*additional remuneration to be agreed upon,” if his report 
benefited defendants, and the question was what sum should 
he receive from the defendants, who had recovered £6,415 ? 
There was no doubt that plaintiff's report did benefit the 
defendants, who recovered money as a consequence of 
Mr. Leach’s astuteness. It had been said by a professional 
witness that the point plaintiff discovered was an obvious 
one, but was that witness not being wise after the event? 
If the point was so obvious, why was it not discovered by 
defendants’ accountants, who had previously examined the 
accounts? Plaintiff's discovery was the decisive factor which 
enabled defendants to recover £6,415. It was difficult for 
the jury to say what time plaintiff ought reasonably to have 
taken to do the work. Plaintiff said the agreement was not 
for payment in any event, but in a certain event, and therefore 
reference might be had to the percentage basis, but if payment 
was to be based on the time occupied, he was entitled to 
two guineas per hour for 400 hours’ work. Lord Hewart 
reminded the jury that the charges mentioned by distinguished 
accountants were charges payable in any event, and in no 
way dependent on results. 

After consulting in private for fifteen minutes, the jury 
returned a verdict for Mr. Leach, and awarded him £840. 


Judgment was entered accordingly, with costs. 


Mr. W. Norman Bubb, Incorporated Accountant (one of the 
Final Examiners in Accountancy subjects to the Society of 
Incorporated Accountants and Auditors), has been appointed 
Examiner in Accounting to the Chartered Institute of 
Secretaries for the year 1929. é, 
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Local Gobernment Bill. 


Provisions as to Financial relations between Local Authorities 
and the National Exchequer. 


A Paper read to the Bradford District Society of Incorporated 
Accountants by 
Mr. F. OGDEN WHITELEY, O.B.E.. F.S.A.A,, 
City Treasurer of Bradford. 


Mr. Warretey said: In briefly submitting to you the 
financial provisions of what is commonly referred to as 
“ The De-rating Bill,” I will endeavour to avoid anything which 
may appear to indicate a party political aspect of the matter. 

Throughout the whole negotiations in connection with the 
Bill I have endeavoured to view it from the point of view 
only of the rights and interests of local authorities and rate- 
payers, and from that point of view it has been my privilege 
to serve as a member of the Advisory Committee of the 
Association of Municipal Corporations, acting in collaboration 
with the County Councils’ Association, and to act as one of 
their representatives in preparing and submitting to the 
Minister of Health the criticisms of the Bill by those 
Associations in so far as it deals with financial matters. 

All the associations representing local authorities in England 
and Scotland definitely expressed objection to the fundamental 
principles on which the new and substituted grants are to be 
computed, and have maintained those objections throughout, 
As, however, the Minister of Health, in the early stages of 
the negotiations, made a very definite statement that 
those principles were fundamental and would not be departed 
from, the associations concerned endeavoured to secure such 
modifications as would minimise as much as possible the 
inequities of the Bill, and I want to say, in fairness to 
the Minister, that he has, on the whole, met us quite 
reasonably in regard to such modifications. 

The services carried out by local authorities can be broadly 
brought under two classifications, which were defined by the 
Royal Commission which reported in 1901 as (1) ‘national 
or onerous”’ and (2) “local and beneficial,”’ and, in respect 
of the former, the share which should properly be borne by 
way of Imperial subventions to local authorities has, for a 
century past, been a thorny question, and perhaps a score 
of Royal Commissions and Departmental Committees have 
from time to time deliberated and reported thereon. 

The principle involved in subventions from Imperial funds 
towards local expenditure was fully dealt with in the reports 
of the Royal Commission jast referred to, which was appointed 
in 1896, and which issued its final report in 1901, and in the 
report of the Departmental Committee which was issued in 
1914, and may, I think, be succinctly summarised in the 
words of the Royal Commission: ‘‘ to what extent the Govern- 
ment, having regard to the incidence respectively of Imperial 
taxation and local rating, should raise money in respect of 
services which are administered by local authorities in order 
to secure that the revenues are raised equitably.” 

When classifying the services provided by local authorities 
under those two main headings ‘‘ national and onerous” and 
‘* local and beneficial,”’ the Royal Commission stated :— 

« . , . . A service may be called properly local 

' when a preponderant share of the benefit can be directly 

traced to persons interested in the locality. On the other 
hand, universality and uniformity of administration is 
generally a mark of a national service, because such 
administration does not confer special benefit on special 
places, Again, the presumption is that a service is 
national when the state insists upon its being carried out, 
and on a certain standard of efficiency being reached.” 


Taking that definition, the Royal Commission were of the 
opinion that the following servicer, administered locally were 
national in character, namely :- - 


Poor Relief, 

Police, 

Criminal Prosecutions, 

Asylums for Pauper Lunatics, 

Sanitary Officers’ Salaries, 

Main Roads, 

Education, 
but since the date when their Report was issued many other 
responsibilities have been added by Parliament to the local 
governing authorities which may be properly included in the 
same category, namely :— 

Treatment of Tuberculosis, 

Maternity and Child Welfare, 

Care of the Mental Defectives, 

Medical Inspection of School Children, 

Provision of Meals for School Children, 

Housing, &c. 


Prior to 1888 direct grants were made to local authorities 
representing fixed percentages of the actual cost of certain 
services, but by the passing of the Local Government Act of 
1888, under which the present administrative counties and 
county boroughs were constituted, these direct grants—except 
those in respect of education—were withdrawn, and the 
proceeds of local taxation licences, and a part of the proceeds 
of the probate duty, were assigned to local authorities in lieu 
thereof. These assigned revenues at that time more than 
covered the amounts of the grants withdrawn, and left a 
margin for the relief of local rating, but as time went by the 
cost of administering the services in respect of which grants 
had previously been made grew out of proportion to the 
growth of the assigned revenues, and local authorities were, 
therefore, in a worse financial position in this regard than 
prior to the passing of the 1888 Act. 


Various developments have subsequently taken place and 
the position may now be stated to be that the amount payable 
to the local authorities in respect of the revenues assigned 
under the 1888 Act have been stereotyped at the amount of 
the proceeds of such revenues in 1908-9, and additional 
grants have been made in respect of some of the purposes for 
which those grants were assigned, and new and additional 
grants have been provided for in respect of new services 
carried out by local authorities which are national or 
semi-national in their character. For example, the amount 
which was available out of the assignment of revenues in 
1908-9 towards the cost of pay and clothing of police is 
augmented year by year by an additional grant sufficient to 
make up one-half of the whole cost of the police and police 
pensions. For the diagnosis and treatment of venereal 
diseases, 75 per cent. of the cost is met by Government grant; 
for the treatment of tuberculosis and mental deficiency, 
50 per cent. of the cost is met by Government grant. 

In attempting to meet the acute problem of housing, 
Parliament, in 1919, decided that all deficiencies of local 
housing schemes which exceeded the proceeds of a penny 
rate should be met from national funds, but the prospective 
burden was so enormous that in 1923 the Government grant 
for houses subsequently built was limited to £6 per house for 
twenty years. 

The basis of grants for housing has recently been amended 
—in respect of houses not completed before October 1st, 1929, 
to £6 (or, if the house is situated in an agricultural parish, 


£9 10s.) per house per annum for a period of forty years. 
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Out of the Roads Fund—which is fed from the proceeds of 
licences on motor vehicles—the Ministry of Transport make 
grants for the construction of new roads, and for payment of 
50 per cent. of the expenditure upon maintenance of roads 
and bridges which are regarded as class 1, or main roads, 
and 834 per cent. of the cost in respect of class 2, or 
secondary roads. 

The Rating and Valuation (Apportionment) Act, 1928, 
formed the first instalment of the legislation intended to 
provide for the ‘‘de-rating’’ of agricultural, industrial and 
freight transport hereditaments, rating authorities throughout 
the country being required under this Act to prepare new 
valuation lists separating agricultural, industrial and freight 
transport hereditaments from other hereditaments and making 
any necessary division of existing assessments which contain 
premises which, in part, should be classified under one of 
those headings. The Apportionment Act does not make any 
mention of rates, or provide for any reduction or exemption 
therefrom but, when that Act was passed, it was clearly 
stated that it was a preliminary to the ‘‘ de-rating” for which 
provision is made in the present Bill and, in the White Paper 
presented by the Minister of Health in June, 1928 (Nod. Cmd. 
$134), it was stated that, when the contemplated legislation, 
namely the Bill now before Parliament, was passed :-— 

** Agricultural land and agricultural buildings will 
cease to be rated. 

‘Industrial hereditaments will be rated on a rateable 
value which is to be one-fourth of the net annual value, 
as defined by the Rating and Valuation Act, 1925; in 
London, one-fourth of the rateable value as determined 
under the Valuation (Metropolis) Act, 1869, and the 
Rating and Valuation Act, 1928. 

‘* Freight-transport hereditaments will be rated at one- 
fourth of what they would pay under the existing law.” 

The detailed initial proposals of the Government, upon 
which the present Bill was based, were set out in the White 
Paper just mentioned, of which copies were issued for the 
information of local authorities and the public generally, the 
Minister indicating that he would be willing to receive the 
views of local authorities in regard thereto. 

The withdrawal of percentage grants, and the substitution 
of block grants in some form, had been more than hinted at 
by the Chancellor of the Exchequer and the Minister of 
Health on many occasions during recent years, and a proposal 
for some form of block grant was expected, but the scheme of 
financial re-adjustment between the Government and local 
authorities set out in the White Paper, and in the Bill, 
cansed anxiety, and, I might almost say, consternation in the 
minds of local authorities and their advisers. Local authorities 
were anticipating —and I think justifiably so—that not merely 
the immediate loss sustained by ‘‘ de-rating” of agricultural, 
industrial and freight transport hereditaments, but the 
adjusted loss from time to time, as additional premises were 
erected or adapted to bring them within the second and third 
of those categories, would be directly made up from the 
National Exchequer to each local authority. 

Speaking at the annual dinner of the Association of 
Municipal Corporations on May 18th last, the Minister of 
Health said :— 

“A complete de-rating of agricultural land and buildings, 
and the partial de-rating of productive industry and of 
railways, is going to make a big hole in the rateable value 
of local authorities. In some cases it may reach as much 
as 50 per cent. of the whole or even more. Of course, 
that does not mean, as Mr. Snowden seemed to indicate, 
that local authorities have to find the deficiency. That 
will be made up by a grant from the Exchequer.” 


Under the Government’s scheme, however, no direct 
recoupment of these losses is to be made to each authority, 
but an amount equivalent to the loss sustained by local 
authorities in the aggregate is to form the first element of 
a ‘‘ pool”’ created by the Government under the Bill; in the 
‘*pool”’ it is to be merged with other sums representing the 
equivalent of the losses to local authorities by the withdrawal 
of percentage grants, and the whole “ pool” is to be distributed 
on a basis which bears no relation whatsoever to either the 
‘* de-rating ’’ losses, or the grants withdrawn, or to the 
expenditure of a local authority either generally or in respect 
of grant services. 

All the associations of local authorities strongly urged, and 
still hold the opinion, that the ‘‘ de-rating ’’ loss should have 
been dealt with quite independently of the ‘‘ pool’’ and quite 
separately from grants for health and kindred services, and 
should have formed the subject of direct reimbursement to 
each authority. 

The next material feature is the discontinuance, after 
March 31st, 1930, of all grants for maternity and child welfare 
(other than the training of midwives and health visitors), 
grants for the treatment of tuberculosis and venereal diseases, 
for the welfare of the blind, and in respect of mental deficiency, 
and, in county boroughs, the maintenance grants for main 
roads and secondary roads, and the payment into the ‘‘ pool”’ 
of a sum equal to the amount of the grants paid to local 
authorities for those purposes during the standard year, i.e., 
the year ending March 31st, 1929. An extra sum of 
£5,000,000 is then thrown into the ‘‘ pool,”’ together with one 
or two small adjusting amounts we need not discuss. 


The aggregate amount of the ‘‘ pool’’ may be taken 
approximately as follows :— 


(1) The equivalent of the estimated total 


losses on account of rates .. os -. £24,000,000 
(2) The equivalent of the estimated losses 

on account of discontinued grants .. -- 16,000,000 
(3) An additional sum of new money (of 
which £3,000,000 is to be taken from the 

Road Fund) .. oe ee oe oe 5,000,000 
(4) Additional and supplementary Ex- 

chequer Grants ee ee ee ‘ 2,330,000 

Making atotalof .. -. £47,330,000 

ee 


A further provision was made that upon quinquennial 
revision there should be added to the ‘‘ pool” such amount 
as might be necessary to retain the ratio between rate-borne 
expenditure and Government contributions for the country 
as @ whole and not for individual authorities, at the same 
percentages as in the standard year 1928-29. 


It is understood that the £5,000,000 of new money is 
intended to meet the claims which have been pressed by local 
authorities, for many years past, for additional grants 
towards local expenditure, and especially the need for a 
substantially increased Government contribution towards 
poor law expenditure which will, in the future, be chargeable 
directly upon county and county borough councils. On 
behalf of local authorities it was urged upon the Minister 
that this sum was insufficient, and he was asked to increase 
the figure to £12,000,000 for reasons which were explained to 
him, but he could not see his way to agree to this. 


Now a word or two as to the distribution of the aggregate 
amount of the ‘‘ pool.”’ As has already been mentioned, the 
‘**pool”’ in the main consists of the equivalent of the losses 
by local authorities in the aggregate under the two headings 
of * de-rating’’ and ‘‘ withdrawn grants.” 
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The de-rating losses are a direct result of the Government’s 
policy of relief to certain industries. It was not called for by 
local authorities, and they were not consulted in regard 
thereto. It was the Government’s policy, and the local 
authorities were individually sufferers in consequence. The 
grants which are to be withdrawn have been promised and 
given by succeeding Governments to local authorities as a 
direct proportion of their expenditure upon certain health 
and other services, and local authorities have committed 
themselves to such expenditure (mostly upon pressure from 
the Government or State Departments) on the assurance that 
they would continue to receive a definite percentage of the 
cost from State Funds. 


The formula (of which so much has been said and may be 
said) upon which the aggregate amount of the ‘‘pool’’ is to 
be distributed, ignores altogether the losses sustained under 
either of the foregoing heads, and provides for the allocation 
to counties and county boroughs on the basis of the population 
of each of such areas ‘‘ weighted ’’ by reference to 


1. (a) The percentage of the population who are 
children under five years of age, and 


(b) The extent to which the rateable value per 
head of population is below £10. 


The population ‘‘ weighted ’’ by those two elements is to be 
further ‘‘ weighted ’— 


2. By reference to the percentage of the population 
who are unemployed insured men (no allowance is made 
for unemployed women), 


and in administrative countiesa further ‘‘ weighting’’ is to be 
made for low density of population calculated on the basis of 
the estimated population per mile of roads in the area. 


Under the application of the formula, authorities which, 
like Bradford, have been specially progressive in their health 
services, and have been repeatedly complimented by responsi- 
ble Ministers for such progress, are to suffer in a much larger 
degree than retrograde authorities which have neglected 
those services. 


Calculations which were made showed that, if the formula 
which is part of the Bill were to be put into immediate effect, 
Bradford would lose approximately £150,000 per annum, 
Halifax would lose £60,000 per annum, and there would be 
very large losses to some other county boroughs and counties, 
whilst Brighton would gain £120,000 per annum, Gateshead 
£100,000, Sunderland £108,000, and so on. Obviously, 
therefore, the immediate application of the formula for the 
distribution of the national ‘‘ pool’’ called for some modifica- 
tion on the part of the Government, and the scheme proposed 
two forms of alleviation. Firstly the formula was to be 
applied by stages. During the first five years a county 
borough or county council were to receive a block grant 
equivalent to 75 per cent. of the loss of rates and grants in 
the standard year, together with the formula grant in respect 
of the balance of the ‘‘pool.” In the next five years the 
grant was to be constituted of 50 per cent. on the basis of loss 
of rates and grants and 50 per cent. on the basis of formula. 
After ten years the proportions were to be 25 per cent. and 
75 per cent., and after fifteen years the whole ‘‘ pool’’ was to 
be divided on the formula. Secondly, an undertaking was 
given that, in the first quinquennium, no local authority 
should receive from the ‘‘ pool” a less amount than the loss 
they sustain, on the basis of the standard year (1928-29), plus 
1s. per head of population. This still left the outlook very 


serious for many counties and county boroughs, including the 
West Riding County Council and Bradford, because the first 
computed block grant became, to all intents and purposes, the 


maximum which could be looked forward to. With such a 
huge loss between the present basis and the formula basis, it 
was practically hopeless to look forward to the possibility 
of bridging it. 

The basis of distribution of the county grant to each 
authority within the county, i.e., non-county boroughs, 
urban districts and rural districts, is as follows :— 


1. The number of pence produced by dividing one 
half of the total amount of the county apportionments to 
counties other than London by the aggregate of the 
estimated populations of those counties in the appropriate 
year is to be ascertained to the nearest penny. 

2. The amount to be allocated to an urban district is 
to be the number of pence ascertained under 1 multiplied 
by the estimated population of the district in the 
appropriate year. 

8. The amount to be allocated to a rural district is to 
be one-fifth of the number of pence ascertained under 
1 multiplied by the estimated population of the district 
in the appropriate year. 


The estimated amount per head of population arrived at by 
this formula is 150 pence (12s. 6d.) in respect of urban 
districts, and 30 pence (2s. 6d.) in respect of rural districts. 
This basis would not, in all cases, avoid an increase in the 
rates of county areas, and the scheme provides, therefore, for 
a supplementation to any county district as may be necessary 
to avoid an increase of rate, such supplementation being 
provided in part from the National Exchequer and in part 
from the balance payable to the general county account. 

In the Bill as at first presented, this supplemental amount 
was to be reduced by one-fifteenth each year, so that by the 
end of fifteen years each county district would be brought on 
to the basis of the formula applicable thereto. 

As a result of the representations made to the Minister, and 
negotiations with him, substantial concessions have been 
made. The guaranteed minimum to a county or county 
borough has been made permanent, so that the loss sustained 
in the standard year, plus ls. per head of population, will be 
maintained indefinitely, subject to two qualifications :— 


1. That the ‘‘ weighted’ population previously 
mentioned is maintained in succeeding quinquennia, and 

2. That there be no diminution in the aggregate 
rate-borne expenditure. 


Either of these two conditions may not be maintained, in 
which case an authority may be actually worse off, but on the 
best possible complexion all increasing expenditure on existing 
services must be met in full by the local authority and the 
cost charged upon a much diminished rateable value because of 
‘*de-rating.” I estimate the loss of Bradford’s rateable value 
under this heading at about £380,000. It is clear, therefore, 
that, as compared with the existing basis of rating and 
financial relations with the central Government, many 
uuthorities must become worse off, and increasingly so, unless 
the developments of its services are to cease ; in other words, 
no loss can only be secured by stagnation. 


The Minister was urged to agree that the quinquennial 
addition to the ‘‘ pool”” should be shared by all authorities 
whether they would be entitled thereto under the formula or 
not, inasmuch as any such addition to the ‘ pool’’ would 
only arise in consequence of the growing expenditure 
chargeable upon the rates throughout the country. The 
Minister appreciated the force of the argument in this 
direction, and met us to the extent of one-third. He bas 
provided an amendment to the Bill under which the minimum 
grant for any grant period after the first—subject to the 
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possible reductions under the two items I mentioned a few 
moments ago and which are set out in Clause 72 of the 
Bill—will be whichever is the greater of the following sums :— 


(a) The standard sum plus 1s. per head of population ; 

(b) The standard sum plus one-third of the excess of the 
grant allocated to the county or county borough for 
that grant period over the grant which would have 
been allocated to the county or county borough for 
that grant period if the general Exchequer contribu- 
tion of the first grant period had not been increased. 


Asa result of pressure from local authorities, the Minister 
has inserted a new clause in the Bill which provides that if 
entirely new services are to be imposed upon local authorities 
by Parliament, Parliament shall make new and additional 
provision therefor. 

In order that future adjustments in respect of the block grant 
shall be made quinquennially upon ascertained populations, 
and not upon estimates which are often very unsatisfactory, 
the Minister has agreed, and provision is being made in the 
Bill, that in fature a census of the population of the country 
shall be taken each five years instead of each ten years. 

The transitory period for bringing the scheme into effect 
has been increased from fifteen years to seventeen years. 
Instead of the first five years, the Bill will provide for two 
periods of three years and four years respectively, for each 
of which the distribution ef the ‘‘ pool” will be made upon 
75 per cent. of the loss in the standard year and 25 per cent. 
on the formula. This will have a further effect of bringing 
the adjustment periods into harmony with the census periods. 
The census will be taken in 1931, and thereafter quinquennially. 

The guarantee against rate increase in county districts 
(i.e., non-county borough, urban and rural districts) which was 
given for the first year with a fifteen years’ ‘‘ spread-over” 
is to be modified. The guarantee against increase is to 
apply to the first five years, and the “‘ spread-over”’ is to cover 
a further fourteen years, thus increasing the period from 
fifteen years to nineteen years. 

It was pointed out to the Minister that claims for the 
benefit of ‘‘de-rating” have not been, as yet, by any means 
fully made, and that unless there were some extension of the 
period up to which the computation of ‘‘de-rating’’ losses 
were to be allowed to local authorities, further substantial loss 
might be sustained by reason of subsequent claims for the 
“de-rating” of industrial or freight transport hereditaments, 
and provision is now being made that, in calculating the 
losses on account of rates for purposes of grants, allowance 
will be made for all properties which were entitled to relief 
on October Ist, 1929, if the necessary claim for relief is 
made by the ratepayer at any time before October Ist, 1930. 
This still, of course, leaves the local authority in the position 
that, for industrial hereditaments erected in the future, it can 
only collect one-fourth of the rates, and will get no grant in 
respect of the remaining three-fourths. 


Associations of local authorities urged the necessity for 
reconsideration not only of the basis of the formula, but 
also of the scheme of distribution within a county area. 
The Minister has conceded this, and provision is being made 
in the Bill whereby the Minister will, in consultation with the 
associations of local authorities, make investigation into 
the working of the formula and the scheme of distribution 
within a county area before the end of seven years. This is a 
substantial concession, as it will enable the whole matter to be 
reviewed after careful consideration, and in the light of the 
experience gained in the meantime. 


The strong representations that have been made to the 
Minister that the number of unemployed women should be 


brought into consideration in applying the formula have 
borne some fruit, as the Minister has now introduced an 
amendment that, in the ‘‘ weighting”’ of the population figures 
brought into the formula, not only shall the number of 
unemployed insured men be reckoned, but there shall be 
added 10 per cent. of the number of unemployed insured 
women. This provision is of special interest to authorities 
in Yorkshire and Lancashire. 

As you are doubtless aware, many boards of poor law 
guardians, particularly in the distressed areas, have found 
it necessary in recent years to borrow money for relief 
payments under the abnormal conditions either from the 
Ministry or from other sources, the condition being that 
the guardians should pay interest thereon and make provision, 
through the rates, for paying off the amount borrowed within 
a period not exceeding ten years. Under the Bill the 
liabilities of those boards of guardians in this respect will 
be transferred to county and county borough councils. 
It has been strongly urged upon the Minister that these 
liabilities have been contracted under the very exceptional 
conditions prevailing in the country and should not be a 
burden on individual localities, but should be borne by the 
State. The Minister has not seen his way to agree to this 
in toto, but has agreed to make a fairly substantial concession 
under which the Government will bear the interest on these 
loans, i.e., they will forego interest in respect of loans from 
the Government, and will pay to the local authority interest 
in respect of moneys so borrowed from other sources, and 
will extend the period of repayment of the principal sum to 
fifteen years, with a further condition that if the cost of such 
repayment by any authority would exceed an amount equal 
to a rate of 9d. in the 2, the repayment to the Ministry 
shall be limited to a 9d. rate, and the excess in any year 
be written off. 

The Minister of Health has introduced an amendment 
which will give effect to the announcement recently made 
by the Chancellor of the Exchequer that the grant from the 
Exchequer for maintenance of Class I and Class II roads is to 
be increased, for next year, from 50 per cent. to 60 per cent. in 
the case of Class I roads, and from 334 per cent. to 50 per cent. 
in the case of Class IT roads. 

In addition to the foregoing, a number of other matters 
have been pressed upon the Minister for amendment, which 
up to the present he has not seen his way to concede. 
Representations are still being made to him in regard to 
some of these, e.g., that he should make additional 
financial provision for schemes such as mental deficiency and 
maternity and child welfare institutions projected before the 
Bill was introduced but not yet carried into effect, and he 
will be asked to make additional amendments to the Bill on the 
Report stage which is being considered by the House this week. 


In regard to those matters which the Minister has, not seen 
his way to concede, we have them all on the records, and 
they will, I have no doubt, be brought under consideration 
again either before or when the formula and the scheme for 
distribution in county areas is brought under review at the 
end of seven years. 


As requested by certain members after the foregoing was 
delivered, I append hereto the Government formula, referred 
to herein, as it was given by the Minister of Health in the 
House of Commons on July 9th, 1928, as a written answer to 
the following question :— 


Miss Lawrence asked the Minister of Health whether, in 
order to facilitate the studies of Members, he will give the 
algebraic formula of which paragraph 23 of Cmd. 3134 is a 
paraphrase ? 
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Mr. Cuampertamy: The formula is as follows:— _ 

Let p=the population of a county in the standard: year as 
estimated by the Registrar General. 

Let ¢=50 or the number of children under five years of age 
per thousand of the population, whichever is the 
greater. 

Let a=10 or the rateable value in £ per head of the population 
according to the valuation list in force on October Ist, 
1929, whichever is the lesser. 

Let u=1.5 or the percentage of unemployed men calculated 
as explained in Cmd. 3134, whichever is the greater. 

Let m=the number of persons per mile of public road. 

Then (1) if m is greater than or equal to 100, the weighted 
population is— 


(+ ec — 50 10 -—a 
P 50 = 
u —- 15 50 
(1+ caipacemsiiapingenipcsnininns 
10 m ) 
(2) If m is less than 100 the weighted population is— 
aig eee mo -s ) 
’ 50 10 
u — 15 200 — m ) 
G+ 10 200 


In the case of London and the county boroughs, the last 
term in the second bracket is always taken as zero, as there is 
no weighting for low density of population in those cases. 

The following example illustrates the working of the 
formula. The figures are those for the Administrative County 
of Durham (vide page 32 of Cmd. 3134) :— 


Examete: Exements or tHe Formu.a. 

1. Number of children under five years of age per 1,000 of 
the population, 113. 

2. Estimated rateable value per head of population when 
de-rating is in operation, £2.95. 

8. Percentage of population represented by number of 
unemployed insured men (estimated average of three years), 5.2. 

4. Estimated population per mile of public roads, 444. 

5. Estimated population (in 1926), 996,700. 


CaLcULATION oF WEIGHTED PopvuLaTIon. 


1. Estimated actual population. . vé ae 996,700 
2. Increase for children of 126 per cent. (113 
exceeds 50 by 63, which is 126 per cent. of 50) 1,255,842 
3. Increase for low rateable value of 70.5 per 
cent. (£2.95 is £7.05 below £10, and 7.05 is 70.5 
per cent. of 10) oe oe ee ee -» 702,674 
. 2,955,216 
The increased population of 2,955,216 is further 
weighted by: 
4. A percentage of 37 for unemployment (5.2 
exceeds 1.5 by 3.7, and 10 times 3.7 is 37) 1,093,430 
5. A percentage of 11.3 for low density of 
population (444 exceeds 100; the percentage 
increase is therefore a x 100, i.e., 11.3) 333,939 


Total weighted population -. 4,882,585 


A grant of 31.35 pence per head of a total weighted 
population of 4,382,585 is equivalent to a grant of 187.8 
pence per head of an actual population of 996,700. 

Note.—This formula will now require amendment for the 
added ‘“‘ weighting’’ which is to be given in respect of 
10 per cent. of unemployed insured women. ~- 


District Societies of Incorporated 
Accountants. , 


LIVERPOOL. 


The Committee has recently had under consideration the 
desirability of supplementing the ordinary course of lectures 
arranged by the Society by a short series of Revision Classes 
for the benefit of students who are preparing for the Society’s 
examinations. 

With this object in view, arrangements have been made 
whereby an experimental series of such classes will be taken 
during March and April by Mr. V. R. Anderson, A.C.A., 
Tutor to the Liverpool Society of Chartered Accountants, 
Mr. Anderson, who recently lectured for the Society, obtained 
Second Place and William Quilter Prize in the Institute 
Final examination, and has had very considerable experience 
in preparing students both for the Institute and Society 
examinations. 

The subjects and dates of the proposed classes are as 
follows :— 

March 7th.—‘‘ Company Law and Accounts.”’ 
13th.—* Executorship Law and Accounts.”’ 
21st.—*' Rights and Duties of Liquidators, Trustees 
and Receivers.” 

27th.—‘‘ Partnership Law and Accounts—Costing.” 
4th.—‘‘ Mercantile Law.’ 

1lth.—‘* General Commercial Knowledge."’ 
18th.—* Statistical Methods and Economics.” 
», 25th.—General Revision. ‘‘ Examination Methods.” 


The meetings will be held at the office of Messrs. W. E. 
Nelson & Co., 22, Lord Street, and wil] in each case commence 
at 6.30 p.m., lasting about one and a-half hours. A nominal 
fee of 10s. 6d. will be charged for the series. 

Although primarily intended for those preparing for the 
May or November, 1929, examinations, it is believed that 
the course will be of use to all students at whatever stage of 
preparation they may have reached, as the subjects of the classes 
have been chosen with a view to covering the more difficult 
points of both the Intermediate and Final examinations. 


%” 
April 


YORKSHIRE. 
“Frxancta, Retations or Centra anp Loca, AUTHORITIES.” 
At the eighth meeting of the session, held at Leeds on 
January 30th, Professor Douglas Knoop, M.A., of the 
University, Sheffield, gave an interesting paper on this 
subject. The chairman of the meeting was Mr. Wm. Gaunt, 
F.S.A.A., of Leeds. 


** INVESTIGATIONS.” 

The ninth lecture of the present session was delivered at 
Leeds on February 13th. Mr. E. Miles Taylor, F.C.A., 
F.S.A.A., read a paper on “ Investigations.” Mr. A. Walton, 
F.S.A.A., F.C.A. (Past President), occupied the chair, and 
there was a good attendance of members. In the course of 
his lecture Mr. Taylor dealt with investigations on behalf 
of companies being formed for the amalgamation of businesses, 
for flotaticn of limited companies, goodwill, or for the purpose 
of ascertaining the value of shares. He urged the necessity of 
getting exact instructions from clients before commencing an 
investigation. A short discussion took place at the close of 
the lecture, which terminated with a hearty vote of thanks, 
proposed by Mr. Albert Barker, A.S.A.A., and seconded by 
Mr. H. Derwick, A.S.A.A. 


Mr. F. R. Woodward, Incorporated Accountant, formerly 
Deputy County Accountant of East Suffolk, has been appointed 
County Accountant for Cornwall. 


Mr. John Potter, Incorporated Accountant, and Mayor of 
Blackpool, has been unanimously appointed to the position of 
Chairman of the Finance Committee of the Corporation which 
was rendered vacant by the death of Alderman W. G. Bean. 
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Che Auditor and the Netw 
Companies Kegislation. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. R. R. COOMBER, B.Sc. (Econ.) 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. F. D. Morris, F.C.A. 


INTRODUCTION. 

Mr. Coomper said: As you are probably aware, the present 
law as regards companies is founded on the Companies 
(Consolidation) Act, 1908. Various amending Acts were 
passed after that main Act was put into force, including the 
Act of 1918 which dealt principally with the regulations 
regarding private companies, and the Acts of 1916 and 1917 
dealing with the restrictions on aliens becoming members of 
companies and the filing of particulars as regards directors. 


- It became apparent, however, that the law as it stood was 
not sufficient for the purposes of modern industry and 
commerce, and in 1918 a Committee was appointed, under 
Lord Wrenbury, which inquired into the Companies Acts in 
general and the need for their amendment. They approached 
the question largely, as most questions were approached in 
those days, from the point of view of post-war re-construction, 
and it was therefore found advisable, in 1925, to review again 
the company law from a more general point of view. This 
was undertaken by a Departmental Committee of the Board 
of Trade commonly called the Greene Committee. On that 
Committee were three members of the accountancy profession 
—Sir James Martin, Mr. William Cash and Sir William 
McLintock. They held many meetings and examined 
several witnesses and reported in 1926. In 1927 the Bill, 
which followed their report probably more closely than any 
recent report has been followed, was introduced into the 
House of Lords; it passed through the House of Lords and 
came before the House of Commons in 1928. It went 
through all its stages and received the Royal Atsent at the 
end of last Session. 


The Act does not come into force, with the exception of 
sect. 92, until an ‘appointed day,” to quote the words 
used in sect. 118, but it is understood that the Act as it 
stands will never come into force, since, as with the 1907 Act, 
a further Consolidation Act will be introduced when the 
exigencies of Government time allow of it and the whole of 
the existing company law will be repealed and replaced by 
this Consolidating Act. As to when that Consolidation Act 
will reach the Statute book is a matter of speculation. 
Personally I do not think there will be time for it in the 
Spring Session—it certainly will not be introduced this 
Autumn—and at the moment it is thought probable that the 
Government will go to the country soon after the new Register 
comes into force next May, so I expect the Consolidation Act 
will come into force some time in 1930. 


Now, in the Act of 1928 there are, on the whole, very few 
provisions with regard to the auditor. The Greene Committee 
reported that in their opinion the existing provisions as 
regards audits and auditors were on the whole satisfactory. 
There are one or two new duties cast upon auditors in various 
circumstances, but nothing has been done to define more 
closely their position and their general duties. 

I want to look at the various sections in the Act which deal 
with the auditor, or his report. We first come to sect. 6, 
which amends sect. 26 of the principal Act. It will be 


remembered that sect. 26, sub-sect. 3, provides that a copy of 
the company’s balance-sheet made up to a date shown therein 
is to be filed with the Registrar. That was to be a copy of 
the last audited balance-sheet. Various loopholes are found 
in that provision, the principa] being that a company might 
go on filing year after year the same balance-sheet provided 
the date was specified. It is therefore provided in sect. 6 of 
the new Act that the company is to file a copy of its last 
balance-sheet certified by a director, manager, or secretary of 
the company and audited by the company’s auditors, and it 
is to include every document required by law to be annexed 
to the balance-sheet (that is directed in sect. 39, which we 
will come to later), together with the auditor's report on the 
balance-sheet which is filed. So the responsibility of the 
auditor is somewhat widened in that he knows at once, when 
he reports adversely on a balance-sheet, that a copy of his 
report will be placed on the public file and can be referred to 
by anybody on payment of the requisite fee. There is a 
provision, too, that if the last balance-sheet does not give the 
required particulars, then it has to be amended to accord 
with the law. 


ReEDEEMABLE PREFERENCE SHARES. 

Another section which will probably interest auditors is 
sect. 18, providing for the issue of redeemable preference 
shares. There are various regulations. There must be 
authority in the Articles, and the redemption must only be 
carried out from profits or the proceeds of an iseue made for 
the purpose of redemption. If the redemption is made from 
profits, then a capital redemption reserve fund is to be raised 
in the books corresponding to the amount of the redeemable 
preference shares paid off. The procedure as regards entries 
in the books will presumably be very much the same as that 
when capital is repaid under sect. 40 of the principal Act. 
You will remember that cash was credited and capital debited, 
a corresponding amount being transferred from the reserve 
to a capital reserve. In the case of the new provisions the 
capital reserve fund corresponds to the capital redemption 
reserve fund. If the shares are redeemable at a premium, 
then even although the money to redeem them is provided 
out of a fresh issue, the premium itself must be provided from 
profits. The redeemable preference shares are to be shown 
separately in the balance-sheet together with a note of the 
dates of redemption. It is also provided that the redemption 
reserve fund may, when the repayment has been made, 
be used to issue bonus shares or for the purpose of making 
shares which have already been issued fully paid up. Where 
preference shares are redeemed it is provided that they may 
be re-issued up to the amount of the redemption without the 
payment of any further stamp duty. 


Sect. 21 deals with sect. 65 of the principal Act, which 
provides for the statutory report and meeting ; sect. 21 of the 
new Act declares that sect. 65 shall have no application to 
private companies. 


PROSPECTUSES. 


Sect. 82 deals with the position where a company allots or 
agrees to allot shares or debentures for the purpose of an 
offer of sale to the public. It provides that the document 
by which the offer of sale to the public is made is to be 
deemed to be a propectus and liability is to attach accordingly. 
Evidence of the intention to allot shares for this purpose is 
(1) If the allotment is made within six months of the offer to 
the public, and (2) if part of the consideration for the 
allotment is outstanding when the offer of shares to the 
public is made. The persons making the offer are to rank 
as directors for the purposes of sect. 81 and liability will 
attach to them accordingly. 
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Sect. 33 gives another minor reference to auditors. It is 
an amendment to sect. 81 of the principal Act, which prescribes 
the information to be set out in a prospectus ; it states that, 
in addition to the information required by sect. 81 as it 
stands, the propectus is to contain a report by the auditors of 
the company with respect to the profits of the three preceding 
financial years and the rates of dividends paid by the 
company in respect of each class of shares in each of those 
years. If no accounts have been made up for any year, a 
statement to that effect is to be included in the prospectus. 
It goes on to provide that if the proceeds of any part of the 
issue are to be used in the acquisition of any business, then 
there must be a report by accountants, named in the 
prospectus, on the profits of that business during the three 
preceding years. 

Sect. 35 also deals with the prospectus and makes important 
amendments with regard to minimum subscription. The 
practice has grown up of providing that the minimum 
subscription shall be seven shares; the real aim of the 
provision as to a minimum subscription is tightened up by 
this section. It provides that the prospectus must state the 
amount necessary in the opinion of the directors for the 
purchase price of any property to be bought out of the 
proceeds of the issue; secondly, for the preliminary expenses 
in connection with the formation of the company ; thirdly, 
for the repayment of money borrowed by the company for 
any of those purposes; and, finally, the amount necessary 
in the opinion of the directors for working capital. No 
allotment is to be made unless this minimum amount has 
been raised. The prospectus must also state amounts to be 
provided for these purposes from other sources—for example, 
where the vendor agrees to bear part or all of the preliminary 
expenses. 

Incidentally, the decision in Mears v. The Canadian Wood 
Pulp Company is revised. In that case an applicant for 
shares sent in a cheque, and when the cheque was paid into 
the bank it was returned marked ‘‘R.D.” The directors had 
proceeded to allotment before the cheque had been cleared, 
including that cheque in a minimum subscription, but it was 
held that the allotment was not valid since actually the 
minimum subscription had not been received. Sect. 35 of 
the 1928 Act provides that the directors may include in the 
amounts received cheques as they are actually paid in and 
received by the company, providing it is done in good faith 
and the directors have no reason to believe that a cheque will 
not be met in due course. 


Suares at a Discount. 

Sect. 37 gives power to issue shares at a discount. Shares 
issued at a discount must be of a class already issued; the 
issue must be authorised by resolution of the company and 
sanctioned by the Court; the resolution must specify the 
maximum rate of discount and the issue must- be made not 
less than one year since the company was entitled to commence 
business and within one month of the Court’s sanction. The 
Wrenbury Committee examined the question of the issue of 
shares at a discount and recommended that it should not be 
allowed within five years of the commencement of the business, 
and only where the shares of the class already issued were at 
a discount in the market; the price at which they were issued 
was not to be less than 5 per cent. below the market price. 
The Greene Committee saw no reason to vary these recom- 
mendations, but in the course of the debates in the Houses of 
Parliament the provisions were revised, and the regulations 
now are actually much less stringent than those recommended. 


Personally, I think it is very doubtful whether advantage 
will be very greatly taken of that section. The procedure is 


complicated. An application has to be made to the Court, 
there will be a certain amount of publicity, and, furthermore, 
there will already be presumably a large debit balance on the 
profit and loss account. You are going to burden the balance- 
sheet with the discount which is being allowed on the shares, 
to be made good out of future profits. The result is that, to 
my mind, the issue of shares at a discount will not be a very 
attractive proposition. It may be that where a wider scheme 
of reconstruction is being embarked on the issue of shares at 
a discount may beneficially form part of the general scheme, 
but that seems to be the only case where it is likely to be 
applied. Any balance-sheets issued subsequently to the issue 
of shares at a discount are to contain particulars of the 
amount of the discount which has not been written off. 


Provisions as TO Accounts. 

Sect. 39 contains provisions regarding accounts. It is 
largely a statutory form of the old Articles 103, 104, 106, 107 
and 108 of Table A, and provides that every company is to 
keep proper books of account showing moneys received and 
expended by the company, and the matters in respect of 
which the receipt or expenditure took place (that is the old 
Article 103). Books are to be kept showing the purchases 
and sales of goods, and a record has to be kept showing the 
assets and liabilities. There is. also a provision in sect. 74 
which provides in a winding-up that penalties are to attach 
to the officers and directors of the company where proper 
books of account are not kept. It is largely a modified form 
of sect. 7 of the Bankruptcy Amendment Act, 1926, and, 
curiously enough, the definition of “ proper books of account” 
there does not coincide with the books which are to be kept 
under sect. 39. Sect. 74 provides that the proper books of 
account are to contain details daily of cash received and paid, 
statements of annual stocktaking and, except in cases of retail 
trade, particulars of all goods sold and purchased, showing 
the buyers and sellers thereof in detail. It will be seen that 
there is quite a considerable difference. Sect. 39 also provides 
that the balance-sheet is to have attached to it a directors’ 
report as to the state of the company’s affairs, and any 
dividends and reserve appropriations recommended ; there is 
a further provision that the auditor’s report itself must be at 
the foot of the balance-sheet, not merely a reference thereto. 

Sect. 113 of the principal Act is also amended by sect. 39, 
which extends its provisions to cover cases where the company 
has no share capital. It substitutes ‘‘ members ’’ for ‘‘ share- 
holders "’ and gives generally the right to apply for copies of 
the balance-sheet and auditor’s report, and also strengthens 
the position by providing a penalty for failure to comply with 
the request. In incorporating Article 108 it is provided that 
a copy of the balance-sheet and auditor’s report is to be sent 
to all persons entitled to receive notices of meetings; this is 
not to apply to private companies. In the case of private 
companies the old provision stil] applies, and the shareholders 
or members can obtain copies of the balance-sheet and 
auditor’s report only on application to the company and by 
paying the requisite fee, not exceeding 6d. per 100 words. 
Sect. 114 of the principal Act gives the right to preference 
shareholders and debenture holders in public companies to 
have a copy of the last balance-sheet sent to them. Sect. 41 
of the new Act states that, otherwise than in the case of 
private companies, any member or debenture holder shall 
be furnished free on demand with the last report and 
balance-sheet, and the report of the auditors thereon. So 
that members of both public and private companies can now 
obtain copies of the balance-sheet and auditor’s report. In 
the ease of public companies debenture holders can obtain 
copies, but in the case of private companies the debenture 
holders still have no such right. 
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Sect. 40 is important as regards the balance-sheet. It sets 
out certain particulars which are to be contained in it—the 
authorised and issued capital, the liabilities and assets, 
particulars of the general nature of liabilities and assets, 
distinguishing between fixed and floating assets. However, 
that does not really constitute so important an amendment 
as might at first sight be thought, because, under sect. 26 
of the principal Act, it is provided that in the case of a public 
company the annual list and summary which have to be 
filed are to ‘‘ include a statement, made up to such date as 
may be specified in the statement, in the form of a balance- 
sheet audited by the company’s auditors, and containing a 
summary of its share capital, its liabilities and its assets, 
giving such particulars as will disclose the general nature of 
those liabilities and assets and how the values of the fixed 
assets have been arrived at, but the balance-sheet need not 
include a statement of profit and loss.’ Under the new 
provisions the balance-sheet is the balance-sheet as presented 
to the shareholders, and it will include the balance of profit 
and loss. The only real extension of the provisions of sect. 26 
as regards the balance-sheet to be filed—it did not say that 
it had to be presented to the shareholders—is that it must 
show the fixed and floating assets separately. 


In the case of Galloway v. Schill Seebohm, the Registrar 
refused to accept the balance-sheet in which tangible and 
intangible assets were stated in one item. To cover this it is 
provided in the next sub-section of sect. 40 that the balance- 
sheet is to show the preliminary expenses, and any expenses 
incurred in connection with the issue of shares or debentures 
and the amount of the goodwill, and of any patents and trade 
marks. This section, to a large extent, is simply the general 
application of the regulations which previously obtained 
with regard to balance-sheets to be filed under sect. 26. An 
important extension arises in that under the principal Act 
the filing of the balance-sheet and consequently the regulations 
applied only to public companies, whereas the section is now 
of general application. It is provided also that where any 
liability is secured ‘‘ otherwise than by operation of law”’ 
the fact must be disclosed. Thus, suppose a bank overdraft 
is secured by the lodgment of title deeds to property, without 
the bank being given a definite mortgage, then the fact that 
the bank overdraft is secured must be noted on your balance- 
sheet. There is no need to specify the fact that the title 
deeds of the property have been lodged. 


Suspsrprary Companies. 

Then there are various provisions with regard to subsidiary 
companies. The balance-sheet is to show the total shares in, 
or indebtedness to or by, a subsidiary company, and there 
is to be annexed to the holding company’s balance-sheet a 
statement of how the aggregate profits and losses of the 
subsidiary company have been dealt with, and, in particular, 
what provision has been made for losses in the subsidiary 
company in the accounts of the subsidiary company, or in 
the holding company’s accounts, and how far losses of any 
subsidiary company have been taken into account by the 
directors of the holding company in their accounts. 


If the auditor's report in respect of any subsidiary company 
is qualifiea, that fact must be noted in the balance-sheet of 
the holding company and an indication of the qualification 
given. It is not necessary to give actual figures. The 
provisions on the whole appear somewhat mild. The most 
satisfactory form of account in the case of a holding company 
is undoubtedly some form of amalgamated or consolidated 
balance-sheet, but the Greene Committee did not feel disposed 
to recommend that. There might, however, quite reasonably 
have been something in the way of a provision for the 


publication of the balance-sheets of the subsidiary company. 
The position at present is that a company may, for example, 
form half-a-dozen private companies for the purpose of 
running the various departments of its business, and need 
then only publish a balance-sheet showing on its assets side 
the shares in the subsidiary company and its capital and 
profits on the liabilities side, and any odd creditors or debtors 
outstanding, profit and loss account balance, and cash in hand. 
The result of that, of course, is that the shareholders in the 
holding company have very little information with regard to 
the real state of affairs of the holding company, and the 
information which is required to be given under the new 
Act will not really add a great deal. It is not necessary to 
give actual figures in respect of the subsidiary, but only 
these various points of information. 


Tue AvupiTor aN OFFICER. 


Sect. 43 raises a small point. It aims at tightening up 
the law with regard to the registration of mortgages and 
charges and makes various provisions, but goes on to state 
a penalty for non-registration on every director, manager, 
secretary or other officer of the company, or any person 
knowingly a party to the default, up to £50 a day. The 
point is that the auditor has been held in various 
circumstances to be an officer of the company. Can he, 
therefore, be brought within these various penal provisions 
in the Act for non-registration of documents, &c.? It has 
been suggested, for instance, that if a member of a company 
applied to an auditor for a copy of his last report and the 
last balance-sheet in accordance with the provisions of sect. 39, 
then unless the auditor sent it to him within the specified 
period he would be liable to the penalty attaching. This 
seems to be a very doubtful interpretation. The Act in many 
cases states definitely whether it wishes to bring an auditor 
within the ambit of its provisions. Furthermore, the very 
nature of the position of the auditor seems to preclude him 
from a liability of that sort. He is not an officer of the 
company empowered to make returns or to give information 
to shareholders; his job, definitely, is to audit the balance- 
sheet of the company. . 


A different point arises where, for example, in the course 
of his audit he discovers that a mortgage has not been 
registered. Even then it would seem that his duty is not to 
register the mortgage himself; his duty would be fully 
discharged if he reported to the company that the directors 
had failed to carry out their statutory obligation of registering 
certain documents and therefore the company had become 
liable to a penalty. There can be no doubt, however, that it 
would have been of benefit to have definitely stated in the Act 
to what extent the auditor is to be considered an officer 
for these purposes. 


In a later section (sect. 48) it is provided, in connection 
with the appointment of an Inspector under sect. 109 or 110, 
that any officer or agent of the company failing to produce a 
book or document to the Inspector is to be considered guilty 
of contempt of court; and it goes on to say that this section 
is to include the bankers and solicitors of the company and 
any persons acting as auditors whether or not those persons 
are officers of the company. That undoubtedly admits a 
doubt as to the position of auditors, as well as that of the 
solicitors and bankers. 


Sect. 78 states a liability for certain offences by officers in 
the course of winding-up, including the withholding of books 
and papers, and presumably in this particular case the auditor 
would come within the provisions of this section, but it is not 
definitely stated. The expression ‘‘oflicer’’ here, we are told, 
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includes directors, or those in accordance with the instructions 
of whom the directors act. 


Later on we get a further section which states that the 
mere fact that a director acts in accordance with some other 
person’s expert advice is not to make that other person liable 
as a director. 


_ Sect. 78 and sect. 86 arise out of the City Equitable case, 
and provide that any Article exempting the directors, 
managers, or auditors from liability except in the case of 
wilful negligence, is to be void. These provisions are not to 
apply for six months where such a clause in the Articles is 
already in foree—that is, six months from the appointed day, 
or the coming into force of the Act—and they are not to 
apply in respect of anything done while the Article was 
itself in force. The company may indemnify any person 
against liability incurred in the successful defence of an 
action against him; and further, sect. 279 of the principal 
Act—which deals with directors and gives them the right to 
apply to the Court for relief from liability where they can 
prove that they acted honestly and without wilful negligence— 
is to be extended to apply not merely to directors, but also to 
auditors and officers of the company who would be brought 
within the provisions of the sections of the new Act. 


Tue Avpit or THE Prorir anp Loss Account. 


Sect. 79 contains interesting provisions. The accounts to 
be laid before the company in general meeting shall show any 
loans to a director or officer made by ite company or 
guaranteed by the company during the period of the accounts, 
whether repaid or not; and secondly, the amount of any 
previous loans still outstanding. It is not to apply where the 
ordinary business of the company is money-lending, or where 
the loan is made in accordance with a scheme in force, or to 
be embarked upon, with regard to loans to employees, and 
where the amount does not exceed £2,000; and thirdly, the 
accounts are to state the total amount paid to directors as 
remuneration for their services, inclusive of all fees, 
percentages or other emoluments from the company or the 
subsidiary company. It is not to apply to the managing 
director or other directors holding salaried appointments, 
excepting as regards so much of their emoluments as 
represent directors’ fees. Where in the case of any accounts 
the requirements of this section are not complied with, the 
auditors are required to include in their report a statement of 
that information. 


An interesting point about these provisions is that so far 
the auditor has been confined to the examination of the 
balance-sheet, but this extends his duty to the examination 
of an item in the profit and loss account. He must examine 
the directors’ fees included in the profit and loss account and 
see that the full disclosure is made in accordance with this 
section. When the Act was before the House suggestions 
were made for the definite extension of the auditor’s examina- 
tion and report to the profit and loss account itself in full. 
It was pointed out that the balance-sheet would of course 
contain the balance of profit and loss account, and that the 
directors must show the shareholders a statement of profit 
and loss, but it was suggested that there should be some 
prescribed form of profit and loss aceount, or a definite 
statement as to the information to be given in the profit and 
loss account embodied in the Act, and that the auditors should 
be required to examine such statement and report as to 
whether it was correct or to what extent it needed modification. 


It is obviously possible for defalcations of various kinds to 
be concealed from the shareholders by mis-descriptions in the 
profit and loss account, and while of course the auditor would 


be bound to state the fact if he found it in the course of his 
duty, there are other matters of minor mis-descriptions in the 
profit and loss account which might deceive the shareholders, 
and for that reason it was suggested that the auditor should 
be asked to examine the profit and loss account and to report 
on it as well as on the balance-sheet. However, this, like 
many other possibly valuable suggestions, was not included 
in the Act. 


One of the principal critics in the course of these debates in 
the House of Commons was Mr. Alexander. He is, I under- 
stand, closely connected with the co-operative movement, and 
he not only suggested that the form of profit and loss account 
should be described, but he also recommended a definite form 
of balance-sheet and a definite form of auditors’ report very 
much on the lines of the certificate required to be given 
under the Provident Societies Act. These recommendations, 
however, were not carried into force. 


Tue Soctety’s RecomMENDATIONS. 


In the memorandum which our Society laid before the 
Greene Committee a form of balance-sheet was also suggested 
which was far more definite than the provisions at present in 
the Act. It was suggested that the assete should be divided 
into tangible and intangible, each being stated in detail— 
freehold property, plant and machinery, stock, investments 
in Stock Exchange securities, other investments, loans, book 
debts, &c., cash and bills—and in every case, not merely in 
the case of fixed assets, the basis of valuation was to be 
stated. Tangible assets were to be subdivided. On the 
liabilities side the capital authorised and paid up was to be 
shown, the debentures, creditors, loans, any free reserves 
shown separately, the profit and loss account balance, and a 
memorandum as to contingent liabilities. Various attempts 
were made at certain stages of the Bill in Committee to get 
embodied some form of this kind in the Act, but in each case 
they were negatived. It was stated that one could not saddle 
a commercial company with a definite form of balance-sheet. 
Whether or not that is entirely so is open to doubt, but it is 
thought that tae Act could have gone very much further than 
it has done with great advantage. 


It was also suggested that the auditor should inspect 
securities in every case, and that this should be provided for in 
the Act. This arose again out of the City Equitable case. 
Furthermore, in their certificate the auditors were to state 
any cases where they have not been able to inspect the 
securities themselves and had accepted the certificate of 
authorised bodies. It was, in fact, suggested that a list of 
persons from whom an auditor should be entitled to accept 
certificates—banks, financial houses, &c.—should be embodied 
in the Act. This recommendation, again, was not adopted. 


Another point suggested in the Society’s memorandum was 
that the auditor should be present at the board meeting at 
which the balance-sheet he had audited was being discussed. 
Another recommendation— which was moved in the House, but 
defeated—was that every company’s accounts should be audited 
by Chartered or Incorporated Accountants. Unfortunately 
that did not go through. The Institutein their memorandum 
suggested a limitation of damages which might be recovered 
against auditors. That, too, was not adopted. 


Drrgcror’s REMUNERATION. 


The next section (sect. 80) provides that where persons 
holding one-fourth of the voting rights in a company demand 
it, the directors shall provide and furnish a statement 
certified by the company’s auditors showing in respect of each 
of the past three years the aggregate amount received by way 
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of remuneration as directors’ fees or otherwise, including 
any received from subsidiary companies and also including in 
the total any income tax, super tax, or any other allowance 
or perquisite. As a safeguard, however, the company may 
cancel the demand within one month of it being made, by a 
resolution that the statement need not be furnished. 


Sect. 85 provides that no body corporate is to act as 
liquidator, auditor, or receiver of a company. a 
after the Act comes into force are to be void. 


Section 86. 

Sect. 86 bears directly on auditors, and provides that 
except in the case of a private company, no person 
being the partner or in the employment of any officer of 
a company shall be qualified for appointment as auditor of 
the company. The Greene Committee recommended that 
that should apply to the partner or employee, not merely of 
an officer, but of a director of the company, but the Act deals 
only with the partner or employee of an officer. So that, on 
the words of the Act it seems that it will still be possible for 
one member of a firm of accountants to be on the board of 
directors and bis partner to be the auditor of the company. 


The directors are to appoint the first auditors and fix the 
remuneration at any time before the first annual general 
meeting, and auditors so appointed are to hold office until the 
first general meeting, but the company may remove them at a 
general meeting, of which notice has been served on the 
auditors, and appoint others in their place. The auditors are 
to be entitled to attend the genera! meeting of the company at 
which the accounts they have audited are being discussed. 
In the past it has not been possible for an auditor to attend 
in respect of his office; if he wished to attend the meetings, 
in the absence of an invitation, he could only get the right to 
do so by acquiring shares in the company. 


In this connection, if the auditor does attend and he discovers 
that the report he has made to the shareholders is being mis-read 
by the directors, then the right which he has of speaking at 
the meeting would seem to be turned into a duty, and if he 
failed to draw the attention of shareholders to the fact that 
the report which was being laid before them by the directors 
was not in fact his report, he might possibly be held liable, on 
& mis-report being given, on the grounds of estoppel. We 
have already discussed the provisions of sect. 78, which is to 
extend to auditors the provision for the exemption of liability 
for wilful negligence by an Article in the company’s Articles 
of Association. The section says definitely—and here again 
it rather avoids the question of whether auditors are or are 
not officers of the company—that sect. 279 is to apply to 
auditors whether they are or are not officers of the company, 
in the same way as it applies to directors. 


Sect. 92 contains provisions with regard to “share pushing” 
which come into force at once. There is no need to go into 
details of that in this connection. You have probably seen in 
the Press already, in one or two cases, the certificate required 
to be given and the information in respect of offers for sale 
under this section. The section applies not merely to 
house-to-house hawking of shares, but also to offers of shares 
to the public in certain circumstances. 


That concludes our examination of the provisions of the 
Act regarding auditors, and I expect there will be some 
discussion. I hope that in the course of it we shall have 
your views as to the general adequacy of the Act and as to 
provisions which you yourselves would like to see in it. I 
cannot help feeling that in many ways had the Act been 
drafted, so far as the accounts and audit provisions are 
concerned, by the professional bodies, we should probably 
have had a much more definite set of regulations, 


Discussion. 


Mr. 8. E. Srraxer: I have before me a little booklet by 
Mr. F. D. Head, B.A., issued by the Incorporated Secretaries’ 
Association, Limited, which says that whatever provision the 
Articles may contain to the contrary, any member or debenture 
holder is entitled to receive a copy of the last balance-sheet. 
I gather that a debenture holder in a private company would 
not be entitled to a copy of the balance-sheet. I wish the 
Lectarer would verify that, so that we may not be under a 
misunderstanding. I should also like a little enlightenment 
from him as to the operation of sects. 39 and 74 with regard to 
the keeping of proper books of account. We are all familiar 
with different types of book-keeping, and we know that 
frequently the only entries in a company’s books are totals ; 
there is absolutely no detail of the goods actually purchased 
or, in some cases, of those sold. What are his views as to 
the liability of a company to incorporate invoices in their 
books or to retain those invoices? What happens to-day in 
many cases—I do not say in all—is that the total of an 
invoice, included, perhaps, with several others, is entered 
in the ledger, and it is impossible to see what goods were 
purchased. On the question of the amount of directors’ 
remuneration, frequently one finds that directors are paid 
so much by way of actual fees and so much by way of 
expenses. Some directors run expensive cars, and the 
cost of travelling about the country is as much as their 
remuneration. Would it be necessary to state how much 
was paid in that way? I take it that with a private company 
there is nothing to prevent the same person being a director, 
the secretary and the auditor. 


Mr. Coomper: First of all, with regard to the debenture 
holders in a private company. Sect. 41 provides that any 
member of a company, whether he is or is not entitled to 
have sent to him copies of the company’s balance-sheet, 
‘*and any holder of debentures of a company shall be entitled 
to be furnished,” &c. Then sub-sect. (3) says definitely 
that this section shall not apply to a private company. 
It therefore appears that your booklet is incorrect in that 
respect. With regard to sect. 39, the section reads in this 
way: ‘‘ Every company shall cause to be kept proper books 
of account with respect to (a) all sums of money received and 
expended by the company and the matters in respect of which 
the receipt and expenditure takes place.’ That, I take it, 
would simply mean an entry in the cash book of the amount, 
the person from whom it was received and the matter in 
respect of which it was received. It goes on: ‘*(b) all sales 
and purchases of goods by the company.” It does not provide 
for any detail in respect of that. Presumably it would be in . 
order, as is frequently done, for the total amount of the 
invoice to be entered in the purchase book and extended to 
analysis columns and finally posted to the ledger. There is 
no provision for details to be given there. And ‘‘ (c) the assets 
and liabilities of the company ’—but that was not your point. 
As regards directors’ fees, that is very difficult. The Act 
provides for fees only in the second case, where the requisition 
is made by 25 per cent. of the voting rights or a statement for 
the preceding three years. Possibly the directors’ expenses 
might have to be included; it would depend upon the 
interpretation. But I do not think there is any doubt so 
far as directors’ fees are concerned; the travelling expenses 
need not be included. That, of course, at once opens a line 
of evasion; instead of increasing your directors’ fees, you 
give them another £100 a year for expenses, or entertainment 
allowance, or something of that sort. Your last point is 
definitely ruled out by sect. 112 of the 1908 Act, which 
provides that no director or officer of a company shall be 
capable of acting as auditor. The point is not that one 

rson can fill all three positions, but that the persons who 

o fill them may be very closely connected, and in the case of 
public companies at least it was found sufficiently undesirable 
for the secretary to be a partner of the auditor, or the 
employee of the auditor, for it to be prohibited. In the case 
of private companies, however, it is still allowed. 
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Mr. W. Appison, Inco ted Accountant: I rather 
gathered from what the Lecturer said in regard to the 
form of the balance-sheet that is required under this Act, 
that the old Act did require that the assets should be set 
forth in the return made to the Registrar in the same manner 
as the Act now provides, in submitting the balance-sheet to 
thecompany. Itappears to me, therefore, that the information 
required as to fixed and floating assets, and other assets, was 
at all times available at Somerset House for those who cared 
to make the investigation. I take it that now it must be 
brought to the shareholders’ notice, and we shall no longer 
have omnibus items in the balance-sheet. Then, again, as 
regards directors’ fees, I can see that there is going to be quite 
a lot of fresh work for the auditor if he is to be quite sure that 
the fees paid to directors are specifically set forth in the 
- and loss account. One has in mind companies that 

ve Articles which provide that if a director renders special 
services in connection with some particular matter, he shall 
receive a fee for those services. Would you say, then, that 
if a director was also a manager it would be required that his 
salary should also be shown with his fees as a director? 
On reflection one cannot help thinking that it might be 
a doubtful benefit to confer on the auditor the right to 
attend the annual meeting; it is conceivable that in certain 
circumstances he would rather stay away. 


Mr. H. J. B. Cuapsorn: I should like to ask the Lecturer 
if, on the re-appointment of the auditors or the appointment 
of fresh auditors, the old auditors are given in the new Act 
a definite time in which to circularise the shareholders? 
At present I think they are given no time at all for setting 
their case before the shareholders. 


Mr. Coomper: As regards the question of the return to 
Somerset House and the balance-sheet to be laid before the 
company under the new Act, I do not think that sect. 26, 
sub-sect. (3), which provides that the balance-sheet to be sent 
to the Registrar shall contain certain particulars, has been 
definitely enforced in all cases, and certainly in some cases 
the very undesirable state of affairs has arisen where the 
assets were set forth in one line. Under the new Act this 
will not be possible. You will have to have at least two 
lines—the fixed and the floating assets shown separately— 
and, of course, any of the intangible assets set forth in 
sect. 39, but beyond that analysis need not go. The big 
extension, of course, is the extension of those provisions to 
the private company. Then with regard to a director who 
is receiving a manager’s salary, or emoluments for definite work 
he has undertaken, in the ordinary way it is not necessary 
for this to be included in directors’ fees. It is only required 
in the profit and loss account that you should state the 
directors’ fees, but it would be necessary, where a definite 
request was made by 25 per cent. of the voting rights, for the 
total emoluments of the three preceding years to be stated. 
In that case it would be necessary for all remuneration 
paid to directors, whether as fees or as salary, to be stated. 
There are, of course, cases of difficulty; suppose, for example, 
the company has a director who is also the solicitor of the 
company; in such a case would his solicitor’s fee be included 
in the particulars to be disclosed? It seems to me that where 
the amount paid to him was in respect of definite matters— 
bringing definite actions, &c.--then it would not have to be 
included in the total amount paid to the directors; but where 
he was paid, say, £100 a year as a retaining fee, it seems to 
me that the £100 a year would have to be included in the total 
paid to directors. With regard to the provision in the case of 
retiring auditors, there is no revision in the new Act of that 
position, and the hardship apparently will still continue. 


Mr. G. R. Waters: Did I understand the Lecturer to say 
that the cash book would have to be in detail? At present 
you just have a name and the amount. Would the details 
necessarily have to be given? 


Mr. Coomper: That depends on the interpretation of the 
words ‘‘and the matters in respect of which the receipt 
and expenditure take place.” It seems to me that, strictly 
interpreted, you will have to record the sums of money received 
and expended by the company, and then your record of the 
matters in respect of which the receipt and expenditure takes 
place. That will mean at least the name, and probably also 
some particulars as to the object of the expenditure, or the 
matter in respect of which the cash is received. I doubt 


whether it will be strictly enforced, but that seems a reasonable 
interpretation of the phrase. 


Mr. Waters: I think that will make the cash book rather 
cumbrous. 


Mr. Coomser: Of course you would not want full details, 
Something like ‘‘ rent,’’ ‘‘ goods,"’ or something of that sort, 
would be sufficient. 


Mr. W. W. Warp: In the case of joint managing directors 
being appointed, is the remuneration paid to them exempt 
from being included in the accounts under the heading of 
** directors’ fees,’”? &c.? 


Mr. Coomsper: The total amount paid to the directors as 
remuneration for their services has to be shown, including 
all fees, percentages, or other emoluments paid to or receivable 
by them. The section then provides that it shall not apply in 
relation to a managing director of a company, and in the case 
of any other director, who holds any salaried employment or 
office in the company, there shall not be required to be 
included any sums paid to him, except such sums paid as 
directors’ fees. In the case of a managing director, it becomes 
a salary for an office and not a fee. But, presumably, in 
so far as he was paid a director’s fee in the ordinary way 
of, say, £200 a year, in addition to his remuneration for 
managing the company, that would have to be included. 
His remuneration would have to be included, too, in the 
statement required under sect. 80 for the three preceding 
years. That provision of exemption of managing directors is 
a little curious. The exemption was granted because the 
Committee and the Houses of Parliament considered that if the 
amounts paid to managing directors were disclosed—although 
presumably they would not be separately disclosed—then 
other companies might come along and find out how much 
was being paid to a managing director and offer him £100 
&@ year more, and so entice him away from the company he 
was serving. With regard to the question of joint managing 
directors, it seems to me that there the amounts paid to them 
would definitely be excluded, and the only way of getting at the 
total paid to the directors would be a request under sect. 80. 


Mr. G. W. Pears: I think that the wording of our present 
auditor's report creates a loose impression in the mind of the 
general public. They read that ‘‘ we have audited the above 
balance-sheet,” &c., and I am sure that the public do not 
know the amount of work we have to do when auditing a 
balance-sheet. Weshould perhaps inspire greater confidence 
if we could indicate to a far greater extent the scope of 
our activities, viz, by making some specific reference to our 
having audited the profit and loss account in addition to the 
balance-sheet. 


Mr. Coompenr: I certainly think there is a good deal in 
that, not merely from the point of view of the auditor himself, 
who, of course, will get a more definite recognition of the 
scope of the audit, but also from the point of view of 
shareholders. The Members of the House, and in particular 
the President of the Board of Trade, in the course of the 
debates betrayed their great reluctance to cast any further 
duties on auditors. You may remember the remarks made by 
the Editor of The Times, which were quoted in the debates. 
He said that in many cases the auditors did not carry out 
their duties very stringently, because they knew that an 
adverse report would probably mean their removal at the 
next annual general meeting and the appointment of a more 
complacent firm of auditors. That matter was raised in the 
House, whereupon the President of the Board of Trade said 
that a very nasty slur was being cast upon a great and 
honourable profession, and he refused, in effect, to do anything 
by way of introducing into the Bill express provisions. 
It was thought that if an auditor stated definitely in the 
report what he had done and what he had found—that he 
had examined so and so, or had not been able to examine 
so and so—he would then be able to say to the directors: 
‘* My statutory duty is so and so, and I have to request that 
you will assist me in performing it.’’ In that way his hands 
would be strengthened, but, as I have said, those provisions 
were not finally carried into force. 


On the motion of Mr. Appison a hearty vote of thanks to 
Mr. Coomber for his lecture was unanimously carried, and the 
usual vote of thanks to the Chairman was accorded. 
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e INCOME TAX. 
Earnep Income Reuter anp Set-orr. 


In the House of Commons Sir Samvet Roserts asked the 
Financial Secretary to the Treasury (1) Whether an income tax 
payer can be compelled to accept an earned income allowance ; 
and, if so, under what authority? (2) Under what authority the 
Inland Revenue Authorities require the consent of a company 
to the apportionment of earned income allowances on its 
directors’ fees? (3) Whether he is aware that a taxpayer 
whose earned income consists of directors’ fees on which the 
companies pay the tax, and who also makes farming losses, 
is personally worse off than if there were no earned income 
allowance at all; and, if so, can he remedy this? 


Mr. Samvet: I will answer these three questions together. 
If earned income relief has been claimed in such a case, and 
the company pay tax on the salary after deduction of the 
relief, repayment must clearly follow on the same lines. 
But if the director gave notice that he did not claim earned 
income relief, and the company was willing to fall into line 
and to subsidise his farming losses by paying tax on the 
fall salary without earned income relief, repayment would 
be made on that basis. 


The annual staff dinner of Messrs. Walter Hunter, Bartlett 
and Co., Incorporated Accountants, Newport, Cardiff and 
London, which was held at the Queen’s Hotel, Newport, on 
January 24th, once again allowed principals and staff to 
spend an enjoyable evening together. Mr. Edward Mills, 
the President of the South Wales and Monmouthshire District 
Society of Incorporated Accountants, was amongst the guests, 
as were also a number of old members of the staff. The 
dinner followed so closely the announcement of Mr. R. Wilson 
Bartlett’s election to a seat on the Council of the Society that 
the occasion was naturally taken advantage of to congratulate 
him on this honour by all present. Mr. R. C. L. Thomas, 
M.C., F.S.A.A., as janior partner, proposed the toast of 
“The Visitors”; whilst Mr. R. Wilson Bartlett, J.P., F.S.A.A., 
as senior partner, replied to the toast of ‘‘ The Firm.” 


Incorporated Accountants’ Students’ 
Society of London. 


ANNUAL MEETING. 


The thirty-eighth annual general meeting of this Society 
was held at Incorporated Accountants’ Hall, Victoria 
Embankment, W.C.2, on Tuesday, February 26th. The 
President, Mr. W. Norman Bubb, F.S.A.A., occupied the 


‘ chair. 


The President, in moving the adoption of the report and 
accounts for the year ended December 31st, 1928, said that he 
wished to take the opportunity of acknowledging the debt 
which the Students’ Society owed to the parent body and to 
express their gratitude at the facilities afforded in the holding 
of the students’ meetings and lectures in such a magnificent 
building as Incorporated Accountants’ Hall. There was no 
doubt that the Students’ Society were extremely fortunate, 
and much as they had enjoyed their meetings for some years 
at the Cordwainers’ Hall, he felt sure that they would all be 
much more at home in a building of their own. 

After commenting briefly on the accounts Mr. Bubb stated 
that he was pleased to be able to report that the membership 
was still continuing to increase. 

In response to an invitation for questions, a member 
inquired if the cost of publishing the lectures and transactions 


each year could not be reduced. It was pointed out that this 
could only be done by producing an inferior publication which 
would not be in the interests of the Society or its members. 
The President urged members not only to read the Lectures 
and Transactions when published, but also to keep them for 
future reference which would be most useful to them when in 
practice at a later date. 


The election of officers for the ensuing year was then 
proceeded with, and Mr. M. J. Faulks, M.A., F.S.A.A., 
was unanimously appointed President. The chair was 
then vacated by Mr. Bubb in favour of the new President, 
who thanked the members for his election. The other 
officers and committee were then elected as follows :— 
Vice-President, Mr. G. Roby Pridie, F.S.A.A.; Committee: 
Mr. W. Strachan, F.S.A.A., Mr. W. Holman, F.S.A.A., Mr. 
8S. T. Morris, A.S.A.A., Mr. A. A. Garrett, B.A., B.Sc., 
Mr. J. Robinson, F.S.A.A., Mr. H. E. Colesworthy, A.S.A.A., 
Mr. C. E. Wakeling, A.S.A.A., Mr. W. D. Menzies, A.S.A.A., 
Mr. L. H. Plumpton; Hon. Treasurer, Mr. A. R. King Farlow, 
F.S.A.A.,F.C.A.; Secretary, Mr. James C. Fay; Hon. Auditor, 
Mr. W. H. Payne, F.S.A.A. 


The proceedings terminated with a vote of thanks to 
Mr. Bubb for his services as President. 


38th Annual Report. 


The Committee have pleasure in presenting their thirty- 
eighth annual report and accounts for the year ended 
December 31st, 1928. 

Accounts. 

The accounts show a surplus for the year of £25 9s. 5d. 
The entrance fees amount to £17 15s. Od., and the annual 
subscriptions to £291. The Committee again desire to 
express their thanks to the Council of the Parent Society 
for their generous financial support. 


MEMBERSHIP. 

During the past year 71 new members have been elected. 
At December 31st, 1928, there were 840 members on 
the roll, consisting of 194 honorary members in practice, 
208 honorary members not in practice, and 438 ordinary 
members. The Committee regret to note that there is stiil 
a tendency for student members upon qualifying to cease to 
support the Students’ Society. The Students’ Society offers 
them valuable facilities, and it is hoped they will continue 
their membership. 


Review or tHe Sociery’s Work ror THE Past Year. 


The usual meetings were held during the spring and 
autumn sessions, and lectures were delivered by members of 
the legal and accountancy professions upon a variety of 
important subjects which come within the scope of an 
accountant’s duties and practice. 

The Society is greatly indebted to Mr. Archibald Crawford, 
K.C., Mr. C. A. Bennett, K.C., Mr. A. 8. Wade, City Editor 
of the Daily News, and Mr. C. J. Mill, City Editor of The Times, 
for the lectures kindly delivered by them to the members. 

Certificates of Merit were awarded to two members of the 
Students’ Society in the Final examination, and two Place 
Certificates in the Intermediate examination. 

The Committee wish to record their grateful thanks to the 
Master and Court of the Worshipful Company of Cordwainers 
for their permission to hold the Society’s meetings in the 
Hall of the Company. 

Owing to the kindness of the Council of the Parent Society 
the lectures will in future be given at Incorporated Accountants’ 
Hall, Victoria Embankment, W.C, 


ee. — ia . Fe, SS de ee ee en ll ; 
a. recs ys 5 wo 4 D * a i 7 © ’ 4 , se 7 4 = “Se a Bigs ee a. > of i : mes a. é' 
ade, Po ee 
— =—=—=——————@DD@a@a—aaalSlSalah]{{] {| =—|]=[== =[=[[ =[=[ =—=[ — — —[ — —_— _— =_[ =—[_—_ ——[_ _ _ _ _ _ _ _ —_ _ i = S===*=[={[=—=—[__i_i I~=EEIal|EiEIiUlUl lll ii i i _{_=b_=E=D>D>==_]m[E=aa]]=]=aaaananananmanm=» 
"5 pS | 
ther 
vils, 
ort, 
tors 
m pt 
, of 
| as 

ing 
ble 
yin 
ASE 
tor 

be 

as 
nes 

in 
vay 

for 

ed. ————————EEEe 
ing 
: is 
the 
the pl 
igh 
en 
ich 
00 

he 
ing 
em 
she 
ant 
she 
ve 
10¢ 
; a 
1ce r eel 

of eee ee 
ur 
‘ pe 

in 
lf, pe ee 
he 

of ee 
lar 
ue | Se 
er 
by 
28. 
ut 
at —_ | 
he 
re 
he 
id 
nd 
ng 
1S. 
he , 
he 
ne 
Ss: 
at | 
ds 
ns 

to ; 
he : 
oe i a . ce foe is. ue oy i. ay aa x oe ‘ “< <a 7 ¥ a ‘ ' 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(Manon, 1929. 


The following is a list of lectures and discussions held 


during the spring and autumn sessions :— 


Spring, 1928— | 


Lecture: ‘‘ The Truth about Industry,” by Mr. Archibald | 
Crawford, K.C., Director of the Economic League | 
(Central Council). 


Lecture: ‘‘Goodwill,” by Mr. A. F. Saunders, F.C.A., 
Incorporated Accountant. 


Lecture: ‘‘Income Tax Assessments based on Current 
Legislation,” by Mr. W. F. Edwards, Incorporated 
Accountant. 

Lecture: ‘‘ Some Proposed Amendments to the Companies 
Acts,” by Mr. C. A. Bennett, K.C. 


Joint Meeting of London members of the Society of 


Lecture—‘‘ Some Views on Auditors’,Certificates,” by 
Mr. C. J. Mill, City Editor of The Times. 


Lecture—‘‘ The Accountant as an Administrator,” by 
Mr. T. Haworth, Incorporated Accountant. 


Lecture—‘ The Auditor and the New Companies Legis- 
lation,” by Mr. R. R. Coomber, B.Se. (Econ.), 
Incorporated Accountant. 


Lecture—‘‘ Income Tax—Departures from the Normal 
Bases of Assessment,” by Mr. H. A. R. J. Wilson, 
A.C.A., Incorporated Accountant. 


Lecture—‘‘ The Law of Arbitrations and Awards,” by 
Mr. W. Summerfield, M.A., B.C.L., LL.B., Barrister. 
at-Law. 


“ TRANSACTIONS.” 


° Incorporated Accountants and Auditors and the | 
Chartered Institute of Secretaries. — Lecture: ‘‘Accounts | The thirty- second volume of “ Transactions” for the year 
and Balance Sheets, with special reference to Clauses 1927 has been published, and distributed among the members. 
34 and 35 of the Companies Bill, 1927,” by Mr. Robert | | 
Ashworth, F.C.A., Incorporated Accountant. 


Lecture: ‘‘ Press Criticism of Prospectuses,” by Mr. A. 8- 
Wade, City Editor of the Daily News and Star. 


Orricers aND CoMMITTEE. 


Under Rules 3 and 5 the officers and members of the 
| Committee and under Rule 10 the Honorary Auditor retire 
from office. The members of the Committee, the Honorary 


Autumn, 1928— 
Lecture: ‘‘ The Investigation of the Affairs of a Joint Stock | Treasurer, and the Honorary Auditor, being eligible, offer 
Company,” by Mr. Frederick Davey, Incorporated | themselves for re-election. 
Accountant. The accounts, duly audited, are annexed to this report. 
Dr. REVENUE ACCOUNT FOR THE YEAR ENDED DECEMBER 3lsr, 1928. Cr. 
£s. 4. £ s. 4, 
To Printing .. , os es we 69 5 9%) By Annual Subscriptions .. an oe « oe 
+, Stationery, Steen te " 3416 9| ,, Entrance Fees .. % 1715 0 
»» Reporting Charges... 45 13 8| ., Dividends (less Tax) .. oe oe 15 11 8 
», Hire of Hall for Lectures 4510 7| ,, Grants from Society of Incorporated 
,» Publication of “Transactions” 149 2 6 Accountants and Auditors .. ee o MOC 
,» Secretary’s Honorarium 5210 0| » Sundry Sales .. ee es oe es 514 0 
», Clerical Assistance... e = 1212 0 
» Balance, being surplus e Income over 
Expenditure for the year .. oe 25 9 5 
£4385 0 8 £435 0 8 
BALANCE SHEET, DECEMBER 3lsr, 1928. 4 
£ s. d. £ a. 4. 
To Sundry Creditors pa a ee 12 12 0| By Cash at Bank .. - oa Ae -- 27518 8 
»» Subscriptions paid in advance ; 413 0O| ,, Investment :— 
»» Revenue Account :— £388 4s. 5d. 5 per cent. War Stock 1929-47 
Balance at Dec. 3lst,1927 .. £599 12 7 at cost ae ° ‘ . 86613 4 
Add Balance as above os 25 9 5 
625 2 0 
2642 7 0 £642 7 0 
ee ee —— 


A. R. Kine Fartow, Hon. Treasurer. 


I have examined the foregoing Accounts for the year ending December 3lst, 1928, together with the 
Books and Vouchers of the Society, and find the same to be correct. I have also verified the Investment 


and the Cash at Bank. 
W. H. Payne, Incorporated Accountant, 
Hon. Auditor. 


Lonpon, February 12th, 1929. 
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Correspondence. 


DEFERRED ANNUAL MEETINGS OF 
COMPANIES. 


To the Editors Incorporated Accountants’ Journal. 


Srrs,—Referring to the paragraph that appeared in your 
issae of January last re annual meetings of shareholders, 
I, being personally interested in a company that had not 
held a meeting in 1928, wrote to the Registrar of Joint 
Stock Companies pointing out the fact, and his reply was 
as follows :— 


“‘T have to acknowledge the receipt of your letter of 
the 18th inst., and to say that it appears frora the 
annual return of the company for 1928 that no orlinary 
general meeting was held in that year. The R-gistrar 
has no power to compel a company to hold its annual 
meeting. The remedy in case of default in hol ling such 
a meeting is contained in sect. 64 (2) of the Companies 
(Consolidation) Act, 1908, under which the Court may on 
the application of any member of the company call or 
direct the calling of a general meeting of the company.” 


This you will note is not quite in accord with Sir Philip 
Cunliffe-Lister’s reply in the House of Commons as stated 
in your Journal. Surely if the only remedy is for a 
shareholder to apply to the Court, then applications will 
not be numerous. Cannot some combined action be taken 
to amend the Companies Acts in this respect? I shall be 
pleased to hear your readers’ views upon this matter. 


Yours faithfully, 


February, 1929. L. M. BAYLISS. 


INCOME TAX BUSINESS AND QUALIFIED 
ACCOUNTANTS. 


To the Editors Incorporated Accountants’ Journal. 


Srrs,—May I have the privilege of your columns to ventilate 
a subject which I think will interest members of the Society 
and possibly other accountants ? 


In Kelly’s Directory of Bristol for 1929 there are listed 
seven classes of accountants, counting those not attached to 
any society as one class. In the same publication there are 
advertisements of two concerns claiming to specialise on 
income tax claims, returns, back duty and so forth.* 


In my own experience I have found persons who did not 
Tealise the scope of the professional accountant’s qualifications, 
and who were ignorant that we were qualified to deal with 
income tax work of all kinds and executorship matters. 


In view of the advertising done by banks, assurance 
companies and income tax agencies, I have thought it 
desirable that the Society should undertake collective 
advertising in the same way that the members of the 
Stock Exchange advertise. The times change, and new 


Sccasions demand new methods. To stand on a pedestal of 


Professional dignity whilst others make progress at your 
expense does not seem to be profitable, to say the least of it. 


* Another way in which undue competition arises is by the 
Jack of a standardised account and audit for the Inland 


Revenue Commissioners. If a professional accountant under 
& disciplinary body works to the standard laid down in the 
text books, audit programmes and examination papers, his 
charges are a heavy item of expense for small businesses, 


and if another appears who will do the work for a lesser 
sum he has not much difficulty in effecting a change. 
The standard of work done does not concern the trader, and 
there appears to be a want of appreciation by Revenue officials 
of reports and certificates. 


I would suggest that the Council take up the question of 
a standardised audit and certificate for Revenue purposes, 
If this were done, undue competition would receive something 
of a check. 

Yours faithfully, 
12, St. Stephen’s Chambers, R. G. STOREY, 
Bristol. A.S.A.As 

(* Our correspondent encloses two advertisements, one by 
the Income Tax Relief Agency, ‘‘the leading authority,’”’ and 
the other by the Income Tax Advisory Company, ‘‘ Income Tax 
Consultants and Accountants.”—Ebs., I.A.J.] 


Changes and Removals. 


Mr. W. J. Amberst, A.C.A., Incorporated Accountant, 
Midland Bank Chambers, Minehead, announces that he has 
opened an office at Melton House, Dulverton, Somerset. 


Mr. John Asbridge, Incorporated Accountant, 26, Budge Row, 
Cannon Street, London, E.C., announces that he has taken 
into partnership Mr. E. J. Asbridge, Incorporated Accountant, 
and that the firm name will be John Asbridge & Co. 


Messrs. James Baird & Co., Incorporated Accountants, 
Belfast and Coleraine, and Mr. D. T. Carson, Chartered 
Accountant, are now practising in partnership at 11, High 
Street, Ballymena, under the name of James Baird & Co. 
Mr. D. T. Carson will act as resident partner. 


Mr. H. J. Cox, Incorporated Accountant, Luton, announces 
that the practice heretofore carried on under the style of 
W. T. Rowlinson & Co. will in future be carried on under 
the style of H. J. Cox & Co., with an additional office at 
2, Vaughan Road, Harpenden. ; 


Messrs. C. J. Gladwell & Co., Incorporated Accountants, 
have removed to 8, New Court, Lincoln’s Inn, London, W.C. 


Messrs. Godfrey, Laws & Co., Incorporated Accountants, 
have removed to Peveril House, 10, Cardiff Road, Luton. 


Mr. J. E. Jordan, A.C.A., Incorporated Accountant, 
announces that the partnership with Mr. D. E. Campbell, 
Incorporated Accountant, has been dissolved. He will practise 
in future at 11, King Street, Wolverhampton, and 8, Broad 
Street, Newtown. 


Mr. W. L. Leech, A.C.A., Incorporated Accountant, has 
joined the firm of Messrs. Cooper-Parry, Hall, Doughty & Co., 
Chartered Accountants, practising at 102, Friar Gate, Derby, 
and at Burton-on-Trent, Ashbourne, &c. 


Mr. V. G. Record, Incorporated Accountant, has commenced 
public practice at 60, Berners Street, Oxford Street, London, W. 


Mr. G. A. Ridgway, Incorporated Accountant, practising 
under the style of Butterell & Ridgway, announces that he has 
taken into partnership his daughter, Miss P. E. M. Ridgway, 
B.A., Incorporated Accountant. There will be no change 
the name of the firm. 


Messrs. White & Crowe have removed to Erskine Chambers, 
13, Grainger Street West, Newcastle-on-Tyne. 
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Scottish Aotes. 


(FROM OUR CORRESPONDENT.) 


Glasgow Students’ Society. 


The monthly meeting of this Society was held on 6th ult. 
Mr. A. Robertson Weir, F.S.A.A., presided, and was supported 
by Mr. James Paterson, Secretary of the Scottish Branch, and 
Mr. Robert Fraser, Hon. Secretary of the Students’ Society. 
Mr. William L. Weir, B.L., lectured on ‘‘ The Law of 
Arbitration.” In the course of his lecture Mr. Weir pointed 
out that the law of arbitration was a very old feature of Scots 
law. The advantages of arbitration in certain circumstances 
were stated. On the other hand it was pointed out that the 
parties excluded themselves from the ordinary jurisdiction of 
the Courts of Law in regard to the merits of the dispute, and 
consequently could not appeal on the merits, even although 
the arbiter might come to a wrong decision, so long as he did 
so honestly. In dealing with the deed of submission, he 
remarked that there was almost no limitation to the nature 
and type of question or matter which might be referred to, 
but that it was essential to define clearly the nature and scope 
of the reference, as the future course of arbitration might 
be prejudiced through an omission in this. He touched on 
the arbiter’s award and the various grounds upon which the 
decree arbitral might be reduced, and outlined the procedure 
which was followed in a judicial reference. At the close, after 
a number of questions were asked and answered, Mr. James 
Paterson moved a cordial vote of thanks to the Lecturer, not 
only for this lecture but for his interest in the Students’ 
Society for the past two years, which was heartily accorded. 


Edinburgh Students’ Society. 


The members of the Edinburgh Students’ Society held their 
first lecture on the 19th ult., when Mr. T. Milne, Inspector 
of Taxes, addressed the students on ‘‘ Recent Income Tax 
Legislation.’’ Mr. D. R. Matheson, M.A., LL.B., F.S.A.A., 
presided. Mr. Milne discussed at some length the provisions 
of the last three Finance Acts so far as they affected income 
tax practice. He chose the most interesting points in relation 
to taxation, and explained their operation, advantages and 
disadvantages. A free discussion followed and further ex- 
planations were given, after which a hearty vote of thanks was 
accorded to Mr. Milne for his instructive paper, and to 
Mr. Matheson for presiding. 


Opening of New Hall. 
The Scottish Branch was represented at the opening of 


‘Incorporated Accountants’ Hall on the 19th ult., by Mr. James 


Paterson, Secretary of the Scottish Branch, and Miss Paterson, 


_and by Mr. Cyril Bellamy and Mrs. Bellamy, Edinburgh. 


Hotes on Legal Cases. 


[The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B.:— 

T.L.R., Times Law Reports; The Times, The Times News- 
L.J., Law Journal; L.J.N., Law Journal Newspaper ; 

-T., Law Times; L.T.N., Law Times Newspaper; 8.J., 
Solicitors’ Journal; W.N., Weekly Notes; 8.C., Sessions 
Cases (Scotland); 8.L.T., Scottish Law Times; 1.L.T., Irish 
Law Times; J.P., Justice of the Peace (England); L.G.R., 
Knight's Local Government Reports; B.& O.R., Bankruptcy 
and Company Cases. 


COMPANY LAW, 


Re F. & E. Stanton, Limited. 
Floating Charge created within Three Months of Winding-up. 
By sect. 212 of the Companies (Consolidation) Act, 1908, a 
floating charge on the undertaking or property of a company 


created within three months of the commencement of the 
winding-up will, unless it is proved that the compan 
immediately after the creation of the charge was solvent, be 
invalid, except to the amount of any cash paid to the company 
at the time of or subsequently to the creation of, and in 
consideration for, the charge. 

Moneys were advanced on the security of debentures 
creating a floating charge on the property and assets of a 
company. Fifty-four days elap after the first advance 
before the issue of the debentures on January 20th, 1926. 
The delay in the issue was not acquiesced in by the lenders, 
who when they sent cheques for the advances wrote that the 
money was in further payment on account of debentures to be 
issued as arranged. The company went into liquidation on 
January 25th, 1926. During the period in which the bulk 
of the advances were made the lenders were unaware that the 
company was on the verge of liquidation. The debentures 
were issued when the company was unable to pay its debts. 

It was held that the debentures were valid, the payments 
being made at the time of the creation of the charge and in 
consideration for the charge within the meaning of sect. 212 
of the Act of 1908. 

(Ch.; (1929) 1 Ch., 180.) 


INSOLVENCY. 


In re Taylor’s Settlement Trusts. 
Voluntary Settlement. 

Eve (J.) held that a power to determine the accumulation 
and direct the income to be paid as to one moiety to the 
settlor and as to the other moiety to his wife was not a power 
exercisable by the bankrupt for his own benefit as he could 
only exercise it for the benefit of both himself and his wife, 
and therefore it did not vest in the trustee in bankruptcy. 

(Ch.; (1929) W.N., 17.) 


REVENUE. 


Commissioners of Inland Revenue v. Marshall and 
Mitchell. 
Income Taz. 

An upland sheep farmer was assessed to income tax under 
Schedule D, Case VI, Income Tax Act, 1918, in respect of 
profits arising from the occupation of his farm. The question 
arose whether he was assessable in respect of the sums paid 
for winter grazings. 

The Court of Session held that he was not so liable on the 
ground that the wintering of sheep was a necessary incident 
of the business of an upland farmer and not an additional and 
separate source of profit. 

(C.8.; (1929) 8.L.T., 42.) 


Attorney-General v. Quixley. 
Gratuity Payable on Death of Teacher. 

A gratuity payable to the legal personal representatives of & 
school teacher under sect. 5 (1) of the Teachers (Superannuation) 
Act, 1925, is to be deemed under sect. 2 (1) (a) of the Finance 
Act, 1894, to have passed on the death of the teacher, a8 
being property of which the teacher was competent to dispose, 
and is aggregable, for the purpose of estate duty, with the 
other property passing on the teacher’s death. 


(K.B.; (1929) 45 T.L.R., 191.) 


Ereaut v. Girls’ Public Day School Trust, Limited. 
Public School. 

Rowlatt (J.) held that the Wimbledon High School for Girls 
was not a “public school” entitled to claim allowances under 
Rule 1 (c) of No. VI of Schedule A of the Income Tax Act, 1918, 
on the ground that preference shareholders in the company 
owning the school were entitled to receive dividends not 
exceeding 4 per cent. on their shares, and, therefore, private 
persons had an interest in the school. 

(K.B.; (1929) 45 T.L.R., 196.) 
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